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OVERSIGHT OF FOOD AND NUTRITION SERVICE
PROGRAMS: FOOD STAMPS, CHILD NUTRI-
TION, AND COMMODITY DISTRIBUTION

WEDNESDAY, APRIL 25, 1984

U.S. SENATE,
COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY,
Washington, 1)C.

The committee met, pursuant to notice, at 10:30 am., in room
SR-428A. Russell Senate Office Building, Hon. Jesse Helms ichair-
man of the committee) presiding.

Present: Senators Helms and Melcher.

STATEMENT OF HON. JOHN MELCHER, A U.8. SENATOR FROM
MONTANA

Senator MELCHER. The committee will come to order.

The chairman has been detained in a meetingodowntown and
will be here apﬂmximately within the next 15 to 20 minutes. How-
ever, he has asked that I open the hearing, so we can get on with
the business of the committee.

I am iﬁw submit the chairman’s statement for the record.?

1 would like to say at the outset that 1 have glanced through
these statements that have been submitted while we have been
waiting for this meeting to get on, and 1 think some of the points
are well made. However, 1 find it a little bit odd that we are talk-
ing about going into a mandatory work incentive program when we
have not had much results out of those volumm?' ones, or the pilat
ones that were set up. So I would like some enlargement on t,
Mary, when you get to that point. I think that will be in your testi-

mony.

Second, I think everybody is going to agree on this idea that the
States cannot have that big of an error rate, but let us see how we
are going to force them and emphasize how we are going to make
these States come up with a smaller error rate. 1 guess that your
goal is a 5-percent error rate for the States?

Ms. JARRATT. Well, the threshold under current law becomes 5
percent, this coming fiscal year; under this proposal, it would be 3
percent.

Senator MELCHER. You would tighten it up, then, further, even
though it never got below 8 percent—it is at ¥ percent right now.

Ms. JARRATT. Moving to 3 percent would make food stamps con-
sistent with AFDC and medicaid. The error rate is lower, sir, than

TSew p 44 fur the prepared statement of Seaator Hehns,
th
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it has been for a nu.ber of years. In fact, with the greatest growth
in the program that we have seen dunng the recession and so
forth, the error rate has come down dramatically. I think there are
some things that we need to do at the Federal level to hel the
States achieve that. I do think the key to getting error rates
too, is to getting State involvement in money for actual beneﬁts m
this issue, instead of just administrative expenses.

Senator MeLcHER. Well, why don't you begin any wa* you want,
Mary. You do not need to read this into the record unless you want
to, but emphasize the points that you think are most important.

STATEMENT OF MARY C. JARRATT. ASSISTANT SECRETARY FOR
FOOD AND CONSUMER SERVICES, ACCOMPANIED BY VIRGIL
CONRAD, DEPUTY ADMINISTRATOR FOR FAMILY NUTRITION
PROGRAMS, FOOD AND NUTRITION SERVICES, AND GEORGE
BRALEY, DEPUTY ADMINISTRATOR FOR SPECIAL NUTRITION
PROGRAMS, U.S. DEPARTMENT OF AGRICULTURE

Ms. JARRATT. Well, I will try to quickly summarize for you, Sena-
tor.*

First of all, I would say that 1 am accompanied by George Braley,
second from my left, and Virgil Conrad, who are the deputies for
the Child Nutrition and F Stamp Prwrams. respectively, and
we also have other FNS people here, too, to assist in responding to
the questions.

I think the programs that we have in the Food and Nutrition
Service have functioned quite well during this economic recession,
and now that the economy is improving, we have had on average
21 million people monthly participating in the Food Stamp Pro-
gram, which is the major program for food relief for families, but
that means that we have had about 36 million participating on an
annual basis. That means that 1 Amencan in 6, roughly, partici-
pated in the Food Stamp Program last fiscal year at some point be-
causeofneed"olt}-mkthenfrogmmmverze ponsive to need.

Also, the gap between the allotment and cost of the thrifty
food plan has been parrowing dramatically. In 1980, the gap was
$11.78. In 1983, because inflation is so much lower, the average gap
between the benefit and the maximum allotment is less than $1. So
the program is very timely, ve nsive to current need.

Also, we would like to hlghhght or you this business about the
error rates. The error rate at our latest collection Spenod according
to our most recent data is down in the range of 8 to 8% percent.
This is a preliminary number and can change because there is
qhete a lag between the collection of data and the notification of

States about their error amounts. We cannot officially release
the error rute until we verify the data. But we are quite proud that
the error rate has come down from over 10 percent in 1981 to the
range of 8 to 8% percent with our latest collection period. 1 think
that is a tremendous compliment to both the States and the Feder-
al effort that we have been making to reduce the errors.

Of course, it is important that we maintain the dual objective of
providing benefits in a timely manner to the recipients and to pro-

em—

28ee p ¢ for the prepared statement of Ms. Jarrate.
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tect the image of the program, whether it is in additional fraud
prosecution or reducing the error rate. It is that dual objective that
protects the Frogram in the eyes of the taxpayer.

With our fiscal year 1985 budget submission, we are projecting
an unemployment rate of 7.8 percent, which is conservative, be-
cause unemplwvment in February of this was already down to
78 percent. We are anticipating that the program would cover
about 20 million people each month, somewhat down from what we
had last fiscal year.

Of course, with the revival of the economy and the recovery that
we are seeir&djom are most important for all people, low-income
people included, and that would mean that our caseload would go
down somewhat.

We think, confronting the rampant budget deficit for the next
years, that the assistance of about 95 million meals a day in some
way by the Federal Government is &ﬂw a substantial effort and
does not need to be expanded upon. is in no way accounts for the
State and local contribution that goes to feed needy people each

day.

fwould like to turn quickly to the major legislative proposals
that you have mentioned. We do have proposals to provide cat?or-
ical eligibility for pure AFDC households, about one in every lour
food stamp households. This is a simplification process, because the
standards are so compatible now. It would give the caseworkers
more time to devote to other activities.

We are proposing the communit work experience program on 8
mandatory b&?;.u*hat is pmjecbeg to save gﬁ million in the up-
coming fiscal year. We do have some more specific results of the
workfare&mjects,whichlwillaskMr.Conmdto intomdju&a
moment. Not complying with this provision wou disqualify the
households for 2 months. We think it is important to target the
households that are most likely to be able to work and to get some
commitment for being able to pay off benefits, if one is not able to
find a job otherwise, in a form of work that would be to the com-
munity’s benefit. :
The sanction that we mentioned is currently at 7 percent
threshold, to go to 5 percent under current law, in October of
this year. This proposal would make it 3 percent, effective October
1984, and have more compatibility with ﬁ‘nc and medicaid. The
States would have responsibility for the full value of payments

issued in excess of the stan and not just a sanction on their
administrative expenses.

We think the pro will certainly improve management and
reduce the costs, and yet not hamper benefits or jeopardize the
benefits of any needy recipient. .

In child nutrition, the are somewhat more lengthy, but
perhaps less complex. We are pro ing to extend the suthoriza-

tion for State administrative expenses for 1 year. Currently, they
are authorized for a 2-year period. The purpose of this proposal 18
gimply to limit the amount of unused funding that States can carry
over from one fiscal to the next.

The verification of free and reduced-price applications has %:me
very well this past school year, and the error rate in the School
Lunch Program is down. About 1 lunch in 5 was issued incorrectly.
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The error rate is down more in the magmtude of 1! percent now.
We do have money in this proposal to rennburse foc1 stamp offices
for the cost of giving notifications of food stamp—eligibile house-
holds which certifies their eligibility ‘or the program. This docu-
ment then would be provided to schoo), food authorities, so that the
household would automatically be idejtified for the authority, and
there would be no need to verify a focd stamp household’s income.

We are proposing an independent s-ecial assistarce factor subsi-
dy for the reduced-price meal. This ;s because we think that the
subsidy should increase as inflation iacreases. The current law, as

know, has the reduced subsidy yt 40 cents less than the free
unch and 30 cents less for break.est. Thus, the reduced-price
meals receive a higher percentage increase when the adjustment
for inflation is made.

We propose to consolidate the Summer Food P and the
Child Care Program into a grant. They would be fun ed at the pro-
jected expenditure level for 1985 if the programs were left intact.

e are proposing to fund the meal sssistanc~ for Head Start cen-
ters. at present under the Child Care Feeding Program, through in-
creased funding at HHS and the Head Start budget. We think that
the gmnt would give more flexibility for the States to target those
children most ir: need. and also would reduce the complexity of ad-
ministering the program.

We also propose to discontinue the NET Program, because that
program has spent eround $30 million since it ori inally was au-
thorized. It was seed money. The States huve had that money and
have had the :naterials that they have developed to use. We think
the effort is well established and does no# need Federal {unding

anymore,

ep to eliminate the direct administraiion of the Child
Nutrition Programs. This is really a burden on our regional offices.
States are c.oser to the people they serve, and they should take the
responsibilivy tc administer those p ms. It is an inappropriate
use of Federzel resources to directly administer the nrogrum at the
Jocal level.

We would extend for a year the authcrization to use section 32
funds to provide the comriodities for Schicol Lunch Programs. Enti-
tlements would be based on the actual number of meals served
during the previous year. instead of the estimate of meals that are
projected to be served in the upcoming year. Thic gives a greater
assurance oi the level of assistancz to the locality and should not
be controversial.

We would extend the WIC Program for 1 year, and would eiimi-
nate the provision to require regular railocation of program funds.
The WIC Program spencs almost. at peak capacity, and we think
that it is unnecessary to reallocate periodically within the year.
There is o very small pot of mor.ey that we are using for the reallo-
cation. ,‘

We woulc: reduce the amount. of administrative funding in WIC
from 20 to 1R percent. We fre not saying to the Stat~s how that,
must be achieved. They will have the flexibility 10 design savings.
WIC do~s have the highest admiristrative cost of any of our feed-
ing programs, and we think that it could be done at a lower level ¢f
administrative cos's.
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This concludes my formal remarks, Senator Melcher. and we
wauld be happy to answer any specific questions.

Senator MeLCHER. Well, 1 am going to ask one thing right away
on Child Nutrition Programs ana the School Lunch Program. You
mentioned section 32 funds. That is easily understocd. You distrib-
ute that as money. Where do you add in the Commodity Credit
Corporation commadities, all the cheese, for instance, that we have

ot and the butter, on the School Lunch Program. How do you
andle that?

Ms. Jarratr. The items that we declare bonus are given to
schaols for all children on a use-without-waste basis, and it is cur-
rently averaging 10 cents a meal. Most of that 1s dairy, but there is
some honey and other bonus commodities in there.

The projected free mezl entitlement is going to be $1.38, almost
$1.49, next year, so that would be 10 cents additional for children
in all categories of participation.

Senator MELCHER. You have already lost me, Mary. How do you
handle it? You say 10 cents is the bonus Do you mean you give
them cash. or you give them commodities?

Ms. JARRATT. Sir. we give them the commedities to the extent
that they can use them without wasting them. They can have as
much as they can use, and it is averaging about 10} cents a meal
per child, in addition to what they are entitled to.

Senator MeLcHzR, Well, let’s see. We have got 27 million school
lunﬁh’es a day, 5 days a week, during the school months; is that
right”

Ms. JARRATT. Well, it is more like 23% to 24 million meals.

Senator MELCHER. Yes, It was 27 million, but you cut it buck to
23 million.

Ms. JARRATT. Enrollments have declined, but that is right.

Senator MencuEr. This is everybody who wants to eat there,
right? Can you get a bonus if you are an affluent kid?

Ms. JARRATT. Yes. All children get the bonus commudities re-
gardless of income range.

Senator MELCHER. Does this count the Special Mitk Program?

Ms. JARRATT. No, sir, it does not, because milk is—-—-

Senator MeLcHer. OK. So vou are actually moving, you think, 10
cents worth of cheese, butter, and honey.

Ms. JARRATT. Cornmen! is one of the additional bonus commod-
ities, too. But the reason for the increased consumption at the
bonus level is that a wider variety of dairy commodities are being
consumed in the meal in addition to the milk. Milk is one of the
five components ir: the type A meal, but with all the processing ca-
pacity and so fort.., the States are using nonfat dry milk to make
ice eream. and they ~re making a variety of things that they serve
in the meal, for baiin r or whatever.

Senator MELCHER. well. it is sure nice to have all this stuff. I do
not think we ever think how nice it is. We never hear too many

. prople lament having all this surplus. and 1 think we ought to ke

thankful we have it. I am not sure what this means, since we seem
to be getting more cheese in storage and butter in storage than we
are distributing, and T do not guite understand that.

Ms. JARRATT. We are certainly not trying to escalate the invento-
ry, Senator Melcher,

TSI TR SR 9
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. Senator Mewcner. No, 1 know we are not. But I am just wonder-
ing where, between CCC and the other segments of the Department
of Agriculture, where the flaw is that le cannect seem to get
lenotgh to eat, although we have got a lot of it in dairy products, at
eas

mol\;l‘n} ﬁg:nnarr. Eshools are not the only outlet for the dairy com-
i .

Senator MELcHER. I know they are not the only outlets. By law,
there are lots of outlets, but despite the law, we do not seem to
have the cheese and butter where le are at. I am satisfied from
what you are telling me—and I hope I am not jumping to any false
conclusions, that as far as school lunches are concerned, you are
using what is available and providing it without any hangups so
these schools can have them, and therefore the kids can get a
better deal nutritionwise. .

Ms. JARRATT. That is right. It supplements every child's meal 10
cents a day.

Senator MrLCHER. Now, you want to establish categorical eligibil-
ity for foud stamps for those people now on AFDC. haven't we
done that before? We talked about it for several years that I can
recall. What is the hangup?

Ms. JARRATT. It was in the law, I understand, prior to 1977, and
was taken out. But we feel that there are so many aspects of AFDC
that are becoming parallel to the requirements in food stamps, and
the benefits are usually administered from the same office, that we
think it makes sense to consolidate administrative activities and to
use the same application for the household, for a period—

Senator MELcnER. 1 know, I know, but what is the hangup? Who
obj to it? You do not know?

s. JARRATT. Well, I am not sure that it is going to be that con-
troversial this year.

Senator MeLcHER. Do the States like it?

Ms. JA;RMT. I thﬂ;ink they will like it, because itt};ill relduce the
amount of time that they consume in processing applications,
and they can devote their time to other things.

Senator MeLcHEr. 1 would think so, too. I am just a little bit
mystifird in my own mind why we are still ialking about it, why it
was not Jdone last year or the year before, and who does not like it.
1 am just trying to clear it up in my own mind.

Ms. Jarrarr. Well, I think that there was some question, and a
valid question, that causes us to be engaged in a demonstration
project now to review the idea of giving categorical eligibility or a
simplified application for AFDC, medicaid, , and food stamps,
sirce they are all coming out of the same uffice, essentially. It is a
program simplification issue, but you want to make sure you are
not imglacting the costs too dramatically one way or the other. So 1
think that was the reason for proceeding cautiously.

Senator MrEiCHER. | see where you want to eliminate NET. | am
interested to hear what the States suy about that, and get some
feedback from the States.

Second, I do not know why we take much stock, from this brief
testimony, in this idea that we would eliminate direct Federal ad-
ministration of the Child Nutrition Programs. They are there fora
purpose. The States did not do it, and we thought it was still a Fed-

10
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eral responsibility. Your testimony is so brief here, it does not
really say, if the Federal Government does not do it, whether those
States are going to have those Child Nutrition Programs or not.

Ms. JARRATT. We cannot imagine why a State would not want
the benefit for their citizens, and administer it like the bulk of the
rest of the population, because if it is a good benefit, the States
ought to have some vested interest in administering it locally. Most
people feel that way, and we think it is an undue drain on Federal
resources to try to go in and make contacts with the local school
board or other local ncies to administer a program, when,
really, it should have a State's responsxbxht{

Senator MeLcHEk. I do not di , but 1 do not see anything in
your testimony to demonstrate that these States are going to do
that which they have not been doing. 1 well know why Congress
directed that if the States do not do it, the Federal Government is
going to do it, because they are thinking about the children. 1 do
not see, from your brief testimony here, any evidence that if the
Federal Government backs out of it, the States are going to pick it

up.

Ms. JARrRATT. Well, it is not that the Federal Government is not
concerned about the children. We think the States ought to be just
as concerned in administering——

Senator MELCHER, I do, too, but what if they are not? That is the
point. What is there to demonstrate?

Ms. JARRATT. Well, then, 1 think they are the ones to answer.

Senator MEr.cHER. Well, you know, you are working for the Fed-
eral Government, and so am 1.

I guess what ! am saying, Mary, is this. We would have to have—
at least 1 would, for my vote—have to have some evidence that the
States, yes indeed, are going to pick it uK. But who can quibble or

uarrel with the fact that, yes, they ought to; I just want to know
that they are.

Ms. JARRATT. Well, if they are not confronted with it, prob-
ably are not going to volunteer, since they have a good going
now.

Senator MeLcheg. Well, 1 don’t know. There are always two sides
to every coin. The reason that most States do it is because they do
not like the way the Federal Government does it. So they step in
there in between. I have never been convinced that that is neces-
sarily beneficial to any. , because then, you have got two bu-
reaucracies, and you wonder what falls through the cracks. But
nevertheless, most States do it. | guess my concern would be that if
the Federal Government is s;oing to drop it, does that mean the
States are gning to pick it up?

Ms. JARRATT. ] think it will mean that the States will pick it up.

Senator MELcHER. Well, I think, at least to get my vote, Mary,
you are going to have to give me more stuff to show me that, so 1
can know that.

Now. let's move on to this work requirement. It seems rather odd
to me that in this, the fourth year of President Reagan’s adminis-
tration the administration is just getting their act in order to talk
about work reguirements for welfare people. Has this administra-

lion given us a wor-fare program of some type for welfare people
like Nixon did?

11
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Ms. JArRRATT. We have proposed a mandatory work requirement.

Senator MixLcer. So you have not come up with one of those,
even though the House of Representatives twice voted on and
passed the Nixon propoesal in the early seventies. So this adminis-
tration is going to come at it through the Feud Stamp ram in
the Department of Agriculture.

Ms. Jarrarr. Well, the AFDC Program is proposing a program
that this one is modeled after, Senator Melcher, and 1 will ask Mr.
Conrad to speak to that.

Senator MewcuER. Well, yes, let's have something from Mr.
L‘}:s_nrad on this so | can get enlightened. I may have missed a lot of
things.

Mr. CONRAD. Senator, we have been studyinf this issue since our
first set of demonstrations in July of 1979 and 1980. We continued
those sites and had 14 study sites in December of 1980 through Sep-
tember of 1982, and some of those sites have continued.

The concept of the community workfare, and what we have tried
to do is design some flexibility for the States, even though we
would make it mandatory. The States would only be required at
any vne time to provide community work opportunities or jobs for
75 percent of the eligible pool. Now, that is a significant change.
That would give the States the flexibility if they had’recipients
who had transportation problems that could not get to work, if
they had problems of unusually high unemployment in some parts
of the State, ngt to be requiredy to have a workfare’ project. It gives
States some flexibility.

Second, it comes d‘;wn to basically a philosophical issue where
we believe—and our demonstrations have shown—that individuals
who are given the opportunity to work, gain work experience; it
gives them the opportunity to contribute work to their community.
It enables them to provide a service for the welfare benefits that
they receive back to their community. Some of our research and
demonstrations in California show that the women who go through
these programs end up getting jobs that pay more money than if
thev did not have the work experience. The key is how you struc-
ture the program.

A recent article from an AFDC project in the State of North
Carolina showed that where, if it is structured properly, if you take
the individuals and you first give them counseling about being a
good employee, about good employee relations, if you have them
tied in to the employment security office, where they are given an
opportunity to go fgr job interviews, and if you put them in a
project where they are gaining work experience every day, the

avofl is exemplified by the lady in this article who was getting
$202 a month in AFDC benefits, and she went into the work
market making over $700 a month. So that kind of concept, if it is
put together, will work. A workfare project, if it is just “make
work,” just for the sake of going out to work, if participants arc not
taught job skills, and if they are not taught how to go out and
interview for a job, that will not enable participants to ﬁda Jjob.
But if workfare is structured in the manner thut I desribed, it is
very successful. These demonstrations, were conducted in the State
of South Carolina when I was the commissioner there, in Berkeley
and Greenville County, and the local people liked them very much.

12
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But the problem that we are dealing with is illustrated by the
State of Florida, where the local general assembly is debating the
merits of whether it should be statewide, or it should be local on a
voluntary basis. We feel that we are going to have to provide some
impetus on the national level, saying that these programs need to
be statewide and that they need to e reasonable. We only ask you
to do 75 percent of your eligible pool, so you have the exibility
with. the people. And the bottom line is, if workfare is set up prop-
erly, we believe that the evidence would show or suggest that
people will move into the private employment market faster.

Senator MeLcHER. Well, that is a pretty big “if "—if they are set
up properly. 1 am not arguing with anything you say. 1 just do not
know where the resources are to set them up. I do not think you
can sei up a training program like you have described in North
Carolina without a considerable amount of financial resources. If
States have those resources, wonderful. My experience around here
is;l that States say they do not have those resources to set up any-
thing.

Mr. CoNraD. I believe that there are two benefits that the States
get out of the workfare projects. The first direct benefit they get is
a reduction in the outlay of their costs for the aid to families with
dependent children benefit. That is the first one, and the second
one, of course, they get the increased revenue when a person goes
to work. So it is a two-pronged payoff. We pay 100 percent of the
benefits in the Food Stamp Program, and so it is not just a human-
itarian effort on our part to and enable pecple to connect with
the work environment. We believe that the States need to have a
little bit of incentive, in fact, in the requirement. With our pro-
gram, they are going to be reluctant to invest some of their re-
sources to help their citizens, for which we are noving the full 100

rcent of the food stamp benefits if they am ne: working, move
into the employment market.

Senatcr MewcHER. | do not want to sound negative on what you
have said, because what you have said has been very constructive. 1
just find myself reluctant to believe that we have gotten curselves
in a position, through food stamps, to provide the mechanism to ac-
complish what you have descrim. ly a State can provide this, 1
think it would be most meaningful in the lives of a tremendous
number of people. But you really have stressed the key part, and
that is job training.

Mr. Conrap. For job training and job search, the Federal Gov-
ernment is willing to be an equal partner in sharing administrative
costs with the States. We are willing to pay 50 percent of these
COSLS.

Senator MeLcHER. 1 think that is good, and I think it is highly
constructive. I just do not know that we can move into it with food
stamps. | was very interested years ago in what we did with the
Nixon bill.

Mr. CoNran. In the AFDC families.

Senator MELCHER. Yes. As 1 said, the House twice passed it. But
it carried with it the important element of job training, which was
key, as well as child care facilities, plus the incentive of keeping all
of ‘what you made but only having your welfare check reduced H0
cents on the dollar. It had the key elements. What you are propos-
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ing here are very similar to that, but just limited to food stamps. 1
do not want to sound negative.

“ Tr. CoNRAD. 1 understand, Senator.

Senator MEicuer. If we can make it work, I am for it. But I
doubt we can get it all in order this year. This is a big project, and
a very meaningful one if we can do it.

Mr. CoNraD. We have been very careful to not create an addi-
tional burden on the States, to construct our workfare project so
that it would he compatible exactly with the AFDC Program, so
that the same site and can be . I would just add one or two
other comments. The average work time that a food stamp recipi-
ent would have to spend on a work project could only be 35 hours
per month, leaving ample time, certainly, to look for other work.
We would not require anyone to work more than 120 hours com-
bined to satisfy their their food stamp and AFDC work obligations,
so that we could assure time to move and look for work in the
economy, because the ultimate objective is to link participants with
a job and to move them into that independent status, so we would
try to provide those things.

Ms. JARRATT. It is targeted to the ones most likely to be able to
get the jobs.

Senator MeLcHER. Thank you very much.

[Whereupon, Senator Helmms assumed the Chair.]

The CHAIRMAN. Senator Melcher, I appreciate your covering for
me. ] think this is the first time I have been late for a meeting of
my own committee, but I was tied up downtown with a matter of
some consequence to North Carolina. But i do appreciate it, and I
apologize for being late to you folks. But I know you enjoyed Sena-
tor Melcher.

Let me ask a few questions, largely for the record. 1 learned a
long time ago that it is wiser to ask only those questions to which
you think you know the answer—at least, that is an axziom in the
courtroom, though I am not a lawyer.

Tell me about the statistics that you may have, assuming that
you have them, about the relative value of purchasing power of
fzod.’stamps, compared to a few years ago. Did you already cover
that’

Ms. JarrATT. Just in passing remarks in the general presenta-
tion before we began the questioning, Senator. We can provide a
chart showing the actual coupon value and the cost of the thrifty
food plan on a yearly basis for some period in time. But in 1980, for
example, the cost to buy the thrifty food plan was $219.78 for a
family of four. The maximum allotment for a family of four at that
time was $208. In 1983, the average cost of the thrifty food plan is
$253.59, and our allotment value is $253 for a family of four, so the
gap has closed, within a dollar of the ullotment being equal to the
cost of the plan. That is because food inflation has gone down over
the last several years. We will be happy to supply a year-by-year
charting of that for the record.
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The CHAiRMAN. | would think that would be important. I guess it
is sort of like Mark Twain said about the weather; everybody talks
about feedingnthe hungry, but nobody really understands a number
of aspects. One is the 1mpact of inflation; second, the impact of
abuse of the program. You folks are making strides in that, but
you have got a long piece to go yet. But a journey of 1,000 miles, 1
think somebody said, begins with the first step.

Finally, I find that my colleagues in the Senate do not really un-
derstand the enormity of the cost of overlaps, for example. I have
often used the illustration of tie free lunches at school and the
food stamps still being given to cover those children at home. Now,
somebody is being treated unfairly. If you are inﬁ to continue to
give the food stamps for those duplicated mea%:, then what about
the people who do not send their children to school? You cannot
have it both ways, 1 tell the Senators.

What is the duplicated cost of that one thing?

Mr. Bongy. $6(80 million.

The CHAIRMAN. $600 million And some of the Senators gasp and
they say, “It cannot be.” But the slightest adjustment and tighten-
ing of the program with no intention whatsoever on the part of
anybody to deprive needy people—as a matter of fact, the needy
people are the ones who are being hurt the most.

Well. I believe Tom told me that you had discussed the error rate
in the Food Stamp Program and its——

Ms. JARRATT. Its decline, yes, Senator.

The CHAIRMAN. Right. Now, suppose, just for the sake of consid-
eration, that you should have a tougher error rate sanction, some-
thing like 3 percent. Would you reduce the error rate more rapidly
if something like that were imposed?

Ms. Jarxatt. 1 believe we would, Senator, because a lot of what
is necessary for the reduction in error rate is technical assistance.
We have provided that. A lot of what we still need is simplification
of the program. We are still struggling with that, and we need
some congressional support, more than what we have had, to sim-
plify the program structure. But we also need State involvement in
the benefit levels. That is what occurs in AFDC, and that is why
other assistance programs are able to do well wit> 1 lower error
threshold. They have some State commitment to the moneys that
are spent, other than just administrative moneys. I think there are
a number of elements in reducing the error, but that State involve-
ment is very critical.

The (naikMaN. Well, we had Peter Grace and some of his associ-
ates here some weeks back, and we were trying to compare or con-
trast, as the case may be, across the board a number of Govern-
ment functions, as opposed to the way businesses operate in this
country. | am pot sure that the private-sector system would toler-
ate even a 3 percent error rate, you know.

We have heard some complaints from State and local administra-
tors who do not want to continue the menthly reporting and retro-
spective budget provisions which were just implemented in Janu-
arv. Do you still have a pretty high degree of confidence in these
antifraud provisions?

Ms. JARRATT. Yes, Senator, we do. We have granted a number of
waivers, so that currently, only about onequarter of the food
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stamp caseload is subject to monthly reporting. The waivers have
peen granted based on what the States tell us about how monthly

mportinlg would play with the way the errors are occurring in their

tescanshowthattoourregionaloﬂ‘ice&andconvimeuswe
have granted a substantial number of waivers. A lot of people
think it is an onerous requirement, and that it is con-
l‘usugﬂand befuddling. We have done a demonstration project on
monthly reporting and retrospective budgeting, and we have found
that once requirements are In place, the recipients could comply
with them, and did not find the requirements confusing.“We found
that there were some partici ts that lost benefits, but a lot of
those people should have lost benefits. There are some precautions
in there to protect people from being just automatically termicat-
ed. Inotherwords,lfarepoxtdoesnotwmein,sndit ooks like a
household is going to be terminated, the household is given a
nc-ice; and an opportunity to make adjustments to the file. So it is
not just automatic termination. We think that some of the data we
are getting from the demonstration roject is quite positive and in-
dicate that monthly rting should be retained for those types of
cases where it is cost e ive.

The CHAIRMAN. I saw a in one of the papers down home,
the Charlotte Observer, I think it was, which quoted Mr. Green-
stein very extensively—and of course, Mr. Greensiein is always
positive and sometimes right—but he was saying that all of this
costs more, that it is just an added burden on the system and does
niot do any good. Now, I do not want to get you in a gitched batile
with Mr. Greenstein, but I for one reject that notion. will tell you
something else. The administrators on the ground in North Caroli-
na with whom I have talked, meﬁwe what he is stating. It is
propaganda. I will say that to his ~and I will say it any time it
comes up, because it is just a false statement.

Ms. Jagratr. Well, there are some initial startup costs, and |
think some of the confusion that people perceive about MRRB is
associated with the startup element of it. It costs about 5 or 10 per-
cent, perhaps, additionally to administer. But what you can save in
the elimination of the misissued benefits for some cases should be
more significant than what amall amount it might cost for adminis-
tration. We do think that high administrative costs—they are not
that high, really—are associated with the startup. There was some
confusion in Michifnn, but it was associated with startup as&ecfs of
the new activity. I think Michigan i3 fairly content that the pro-
gram is doing some good.

We will have additional data from about five or six demonstra-
tion sites com'ng u%tn quickly.

The CuaigMAN. Well, going back to this business of the error
rate, it is significant to me that once we cracking down, the
States all of a sudden found that they coul bring down the error
rate. It is true in my State, and I am sure, all across the country.
But it is so eas for the States to spend mone that they do not
have to raise. ydonothavetotaxpeople r the Food Stam
Program, and so therefore, they little or no attention to it unt:
somebody up here in Washington, DC, says, “Look here, your error
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rate is 14 to 16 percent,” or whatever. Then, all of a sudden, they
find out that they can, after all, do something about it. I think it is
your responsibility, and I think it is the responsibili of Congress
to encourage them to do something about it.

I am not sure that I agree with all of this busineas of ishi
the money from the Federal taxes, takcn from the X
giving it to anybody to spend with a high tolerance of errors and
mismanagement. That is all we are getting at. That is all I am get-
ting at, and I assume that you feel the same way.

re are a lot of concerns from parochial schools that the ad-
ministration p to eliminate direct Federal administration of
Child Nutrition will result in their elimination from the
Tm. Have you made any provisions for these schools?

JAarRATT. We have not, Senator. it was not in our sn-opoml
But we would entertain a contract idea, perhaps. We would be will-
ing to talk this over. We think that it is very important for the
local people to administer these programs if they want the benefits
for their citizens. The benefits are there. The vast majority of the
population like the fact that they have hands-on relationship with
the delivery of the programs. In school lunch, for example, we have
some Federal requirements, but the locals design the meals. We
think they should. We think the local participation is important.
But if there is some really valid reason that cannot, then we
would entertain some kind of relief for it. But we think that some
of the regionally administered programs are being carried out that
way because it is a free service, and actually, it is costing a lot of
moneytogoinandmakelocalmntactaandnytodeterminelwgl
food preferences and so forth, to federally administer a program in
a small town that is far away from here,

The CammMAN. GAQ, in a reﬂ:gearlier this year, recommended
establishment of greater guidelines in distribution of commodities
to the States, about eligibility for participation in the distribution
of free cheese and perhaps other commodities.

Have you implemented the GAQ's recommendations, or are you
working on them, or what?

Ms. JarRrAaTT. Well, we issued interim regulations in December of
last year, which required the States to use some kind of income-
tested program as the focus point for the delivery of these foods to
households. Most of them are using AFDC, or SSI, or medicaid, or
some income-tested program. We do not think it makes sense to set
up a separate income test for a program that has a relatively low
dollar transfer, and we think that the use of other ic assistance
pr?mmsforadefmitimofthe le who should receive it is a
perfectly legitimate one, and we think that is working well.

I think the concern came about when the distribution of com-
madities became so hich last year, and there was a large concern
about displacement. Of course, the higher the income of the recipi-
ent, the greater tiv concern about displacement. We think that we
have greatly lessened displacement concerns by applyimthis gen-
eral kind of income test to the eligibles. Also, we are able to pro-
vide 35 million pounds of cheese and lesser amounts of other com-
modities a month to needy le. We think it is a usefal su
ment and that a big pregram should not be built up around w
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we hope is a temporary program, only to the extent that the inven-
m?hlem'
CuairMAN, Well, I hope it is . Whatever side of

temporary
the i this committee, I think that the surpluses that
wearebuildinguparejusthonendous.'l‘hemorewetrytowork
on this surplus of cheese, the worse it gets.
M&Jamﬂ.lwasjustsaymgtoSemmMelcherthatmevalue
of the free lunch this coming cmr will be $1.39, and t!.. value of
the bonus commodities to all chi ren,miardlemofincome.isnow
10 cents additional over the entitlement. think few people realize
whemﬁmfoodsgo.lﬂ\inkthereisapemepﬁmthatwehavea
lotoffoodsﬂmtwearenotdish‘ibntiug,wh:chisnottme.They
are basically committed for other programs. But the amount of
i mageinschools.forenmfeedmm“eryother
i ot'feedingpmgmisquite .

The CHAIRMAN. usgobacktothatGAOreport..Thisisam
otherﬂﬁngthatisconﬁmedinthemindsofalotofpeople.'l‘lmy
see it in terms of white, .

part i
also get child ca -theywouldpmbablybeentiﬂedh if it
were a single-parent, fomale-headed household. We could work up
a‘hypothet;calfamﬂyforyou.' wouldlik_e,mdshquouwhat
kinds of food assistance are & ilable to families at a given income.
ﬂxeCmmn.ImNdliketoseethatk:ut do not have to
beveryhypotheﬁcaltoseetheﬁacalaw of the school
lunch program.
Now,ﬂseGAOreport.aslremll.indicatedthat most_student
dr@t in the School Lunch Program has been from children in

=

hi income families.
you find that to be the case? ] .
Ms. JARRATT. That is right. Senator Melcher brought this point
up,andwedidnothaveachancetoclarifyit.ﬂesmdtl.mtthqm
were some 27 million children on the program to this admin-
istration coming into office, and now, about 23% million children
eat the school lunch every day. The participation in the free and
reduced-price category is now about what it was in 1980. The par-
ticipation in the paying category, the most affluent children, is
down, and we think that is appropriate. Also, there has been a 4-
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percent reduction in enrollment over that same period, and the
Congress, 1 think, rightly, eliminated the private, high-tuition
schools and a number of other institutions that accommodated chil-
dren from more affluent families. I think that what we know now
is that the program is better targeted to the more needy child and
that 81l the allegations that the program is going to cave in, if we
reduce the paying child and so forth, are completely unfounded.

The Cuairman. Well, as a matter of fact, young people from
lower income families, the number of them participating in the
School Lunch Program bas been pretty stable, hasn't it?

Ms. JARRATT. That is right.

The CuairMaN. Do we have the statistics on that—if not, I would
like you to provide it for the record, if you will.

Ms. JARRATT. .

Mr. BraLEY. Yes, ator. The number of free meals served each
dgﬂhas been relatively constant. In fact, comparing a year like
1980 with last year, there were 10 million free meals a day in 1980
and in 1983, there were 10.4 million, and those go to children from
familes below 130 percent of .

The CuairMaAN. Thank you. Well, 1 think that is about all the
gfamg,e I can do. Do you have anything to add for the record, any

ou’
ks, JARRATT. No, Senator. We appreciate the opportunity to be
ere.

The CHAIRMAN. Well, I a iate r coming, and again, I
apologize for being previously detained, but this is one of those
times. Jim Buckley used to say when he was in the Senate that he
was convinced that there was a little computer down in the bowels
of the Capitol somewhere, that cranked up every morning at 6 and
had him scheduled to be three places at one time every day, and
that is about the way all Senators are.

What we do observe here—and not many Senators are attending
this hearing, but they know that they can read the transcript, and
I shall encourage them to do so.

M&h JARRATT. We will be happy to reply to any questions they

ave.
CHAIRMAN. Very good.

Thank you very much.

Ms. JARRATT. k you.

{Written questions from Senator Jesse Helms to Assistant Secre-
tary Mary Jarratt and answers thereto:]

Question 1. What correiation, m exists between those States that have high
overissuance error rates in the Stamp Program and those States that have
higi\ underi e error rates? ) )

nswer. There is some correlation between these States that have high overis-
suance and underissuance error rates in the Food Starup Program bmthedemeof
the correlation changes from period to period. For example, in the second half of
Fiacal Year 19%1, four States are the top 1) with the highest error rates in
buth overissnance and underissuance. r,-in the first half of Fiscal Year 1982,
thenismlyone&ateamong?heIﬂmh@mmmminmwm

A more impurtant correlation between,overissuance and underissuance error
rates concerns how the error rates have cl over time. In other words, whether
reducing the overissuance error rate ako the underissuance rate. The na-
tional overissuance error mate has decreased since 1980 while the national underis-
suance ervor rate has remained the same. However, preliminary study indi-
cates a poeitive although statistically insignificant correlation between overissuance

-
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and underissuanue error rates over this time. This indicutes the tusigilits that, in
the aggregate, reductions in the overissuance error rates tend to iuted with
reductions in the underissuance error rates.

Question 2. As 1 understand it, the Department has completed administrative
hearings on several of the error rate sanctions which were apsessed against several
States for high overissuance errors, but that the Department lost half of these cases.
What were the reasons for *hese adverse rulings? Are current procedures sufficient
to ensure that the statute’s ervor rate sanction will be enforced?

Answer. Several factors were involved in the {indings in faver of the States by the
Appeals Board. First, States may be excused for their high error rates hased on a
“good cause’ determination. As the determination of good cause is intended to re-

spond to unanticipated circumstances, it is somewhat iective. The Appeals Board
may make a different determination than the program oflici
current procedures are sufficient to ensure enforcement of the sanction

system. The following are recent examples of continuing efforts by the Department

tion changes.
In-depth analysis and review of States’ appeals decisions.
Task Force to conduct analysi of the current system established in Nay 1484,
: 'mcme&. mentiany one of the most important reforms adT
ed in recent years has been ermrstesancﬁonsyst.em.\fet.ameentl}o
report indicated thstnmeofthemteyowedhasbeencoﬂected.\\'h@ndoesthe

Deﬁrtmem anticipate collecting any of the money from sanctions applied to States
with high error rates? )

Answer. The State of Connecticut paid the Degﬁmetﬁ $1.474,515 for the sanction
res.lting from the excessive error rate during April—September 1381 reporting
pe-iod. Connecticut is contesting this sanction in court. Two other States (Alaska
and Arizons) also have been billed. Collection has been stayed rmdinq resolution of
the court suits filed by these two States. The Department will continue to make
effort to collect t claimsmimtmese&ahesand fully enforce the sanction

i of the statute.

Question §. At least one witness has asserted that the implementation of monthly
mpurthusandretmpecﬁwbudsﬁinghasmmltedinincmasedenmmmbowu
have any data that would confirm or refute the claim?

Answer. In the initial maonths of operating & monthly reporting m, error
rates may increase. This occurred in ous demonstration project in lllinois due to
computer software problems that wane Inter fonnected. The demonstration project is
Over now. The State is operating tmlar MR/RB requirements subject to

rates indicated that monthly report neither i por error
rate. This result may indicate ial for error uction because the demonsira-
tion project differed from the current program procedares by not requir-
ing face-to-face recertifications. Recertification is an important met for control-

ing
as effective recertifications. If monthly reporting is implemented in conjunction
with recertification interviews, it is reasonable to assume that error rates might be
reduced. However, the Tllinois study does not provide aay direct evidence on this.
We anticipate 1s8uing reporis on this project some time this iall.

_Question 5. Da you have State-b te data on the approximate percentage of re-
cipients mwred to submit monthly reporting forms in each State?

Answer. We have preliminary statistics by State on the percentage of recipients
required to submit mmthly report forms. Attached is the State-hy-State breakdown,
based on information collected in April of this year. . .

Approximately onethird of the BStates are requiring monthly reporting
for more than 50 percent of the caseload. One-fourth of the States have placed 30-00
percent on monthly reporting while an additional one-third have between 10 and 360
percent monthly reporters.

Revipients required to anbmit monthly reports

Ntcife FPyrient
Northeast:

CONTIEERECME v erecrees rvernasmna s e et R

VR .o ceecanmmrreens e e anearesseereracatenra 350

L T e L 1 TSR LUU I 18
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Sate Percent

W YOI . oo o oot ceme teteonteeenenes taateenrsesaeast coabeaseeantae atasnstsars bevaressrabsetaen 163

RB0ge LBlId et e staae e st e eee e e et e e Rt e nt e e s e abe 11.7

WV TITIONE c.ooooiireieeeieeeect et reaesame stetessaasteses 2essessesseanssasnsnsean stasessaearassessrmsasassss anst 103
Mid-Atlantic

TGI8 .o o e e oeereet e eeren 146

IndiBna ... oo et tereeeetratenasseArsteteeeeetreateresatesssebaasenstanease 46.0
MECREREIT ..ot crisctsne e cereenes et st s ersest e s st senmaasas e amms v b e b e bR Rab s o aes #5.5
Minnesots . JUTUTTIORTRRRUTOUURTURV X |
R0, e e et e e ee st e ee e s e - aaereaan e eirare maraasin b eanfereennrabannsstannenneennare  STRRE
Wisconsin 3186
Southwest:
Arkansas ... 10.4
U I L oo oot e eecite s reeees et s et o seeaesaaeattaesar st Aesmeseesnaesees abesbonssssmensaes 5.3
NEW MEXICO oo et eer s asais e e st es st sasnt s seaaashescrsten Farescessmsann 61.1
ORIBROMB ..ot es et eeis e eitre eseseeie s assaears e eesesessas sernars s e sain 5.7
Tﬂm ...................................... l-“ 5
Mountain Plain
COMOTRAD oo e ctte et ettt eeerveeaeresiesmeaneraa sebete s e esatean st oReaaRe seestates saeben 243
oW . o oo e e e et esee bt e et b rer e suase et n e st e sanarentes $0.0
BB . oo oo e et ee arete e s erane et teat e n s it an et st bt e ae s eaanp s asts 5.0
IMEBBOUTT . coccviviiiie. e ecteresese et meee et eranssesn et esenes erasssaseseshenteeabiesesbabasassseses s omtens nNo
MM IR e oottt st e eteseens et eesteae varaee e s aemaecEeaie et tateaeseaararane st enaearatesan aarn ¥9.56
N OB . oot et ettt te s b eae et et e easaeseras et en erasaeateanroaesersha e Riaates 48.0
NOFR DK ..ot ettt etee b casasasasaas st sesee s seeeesescababases e bbien 520
SOULI DIAKOUR . ......oo ettt e st s e tre st e b etae e ess e e sssaseses e ancossseneens senabenpasensens 74.0
BB e ceea et et eraeaeee e eas ceateteae e eesae bt een et ea s arb et eratcanen st s srares 430
WHOMUIE .o e s crsee e bea s et st st e e bt aen B6.O
Western:
ABBEKER ... oo et ettt et eteae s st et et b et s easres s a1 sae st emaesneEee ek e arerseseaserabena b tatan 970
ATDETICAN SAINOM oot eetireeeiee s st eseseaesseeas sbeests e sebareciat s sarebesetens orarpinemss  S78T08
ATTBOIA .. oo.oiciiieieiictieaae s cessaiiiesseeasteraassets oseasasinssntoseanteentsasseesbotatison: abssassasssnesns 326
CRIHIOIMAA .ot cee st saests e e e r et e e sre e 2esbsaben ssaesessssnesassiassassses 91.0
GRUBTY .o ceeeesee s e e e caee s evtsse s stenaseasss bt se o basas s smR et s eat e oo at aamtnn eratebaepas arteans sasen K7.4
BV EREE oo iiiiesieeecieteereeeeteecranaeene tseeesassenesasssons anaseasanintesonser surnserteenabeseesenesetaan 647
BAHRIO oo ereeeaee et ceee s etosr b et st st erente s st s et st ess 08 ee et esanasamE Rt enesar sane seaineesesren 82.1
INBVRBR ..coooeeeeeeeereceitee setessesam s astmratesecmesgsentasstnsnasassae s onensts sus tassentansesenseseabars 69.14
Nmtlm n Mariana Ialand f.’;;'é
TIUSE TOUTIOTY ..o e et esse et seatse st chasst eecbaesnns atbesessseetengotinsansnssenans 40008
AIMEROTY . .v. e eeceeiesiarisemsesasarsessssenseneses savmsass sbesssssasnnersasssssessrsassasasensessentsens tsears 35.7
Question 6. You mentioned that you might have some additional information on
monthly ing based on demonstration studies. If you have completed that,

mw ribeitnheaf;iendings? of reviewing and clearing the final reports of the
. We are process € ng

llinois monthly reporting demonstration prosect which should be released this fall.
The study had four major areas of analysis to assess the effect of manthly reporting
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on: Aggrvgate payment and caselond jevels; payment accurately terror rates), ad-
ministrative costs; and recipients.

The demonstration experienced significant implementation problems due largely
to computer software ﬁmtmndcwmtaduntﬂthemdhnlfddemon-
mﬁm.ihemnlmofthnmbshhrwh‘m&' are indicated below:

Puyment and caseload —Due to computer the payment savings expected
mmuhfmmonthlyreponingdidnotmr.mrthecoumdnwr.hawﬁts
in fact increased 5.5 percent. H , in the second &-month when the ma-
jority of system were resolved payment and case levels were not sig-
nificantly different for the monthly nga-ﬁng group.

Payrmeat accuracy.—There was no wmmntesaﬁucmgtmﬂxgefor
implementation problems. It is impartant to note that the demonstration differed
from the current system by not requiring face-todace recertification. Recertifications
wemf«mdmndmermsinthecurmtm.lnmuunﬁimwithamniﬁm-
tion policy there may be some tial to reduce error as well, but there is no
dimcte:zmce' of this from the Hlinois demonstration.

i Administrative costs.—~There was an increase in sdministrative costs after control-

h'ﬁi"“’“"‘m’m an estimated 6 percent.

ipient —In general, recipienta had no ng the monthly

ngfomsnndlikedthesystemb@mitmutmindthenmtmtwnh

welfare office. There was less ahout what to and when to report it.

Aho.ummmaddiﬁnmlmdwudpieaumpnkmemﬂw . Com-
to the current aystem, there was no d in aumber of closed cases

that were eligible for benefits. ) -

mmﬂmmdmmhmmm , TECOMMERNR
tionslavebeennmdetonpp!ythevduntuyquitmnctimnotm to applicants
to reci M.Thismmmdamdinsacﬁmlsuofﬂna\gﬁmuurcmd

Food manssx.r.nm—saApmmmmmmmcMmmm
97-258, pn_widedthatﬁnlmmp ts not receive any in-

X prov increased the for voluntarily ouitting & j
60 day melmty ww&wdigiﬁlity (section 158). However, as 1
of provisions heenimplemenwdinmetwmmm
two voluntary quit provisions in rticular seem ver straightforward.
Why have these three i not been ted, and when will they be im-

ted? What other provisions have not implemented, and what is your

. ions were originall included in broader proposed regula-
tions which raised some complicated iasues, resolution of which in turn delayed
mmdﬁmmmmmmmmpmlwqm
penalty for voluntarily quitting njobmdmimﬁnpeulw to § s well
an applicants) were included in a on work Wmﬂon/ search pub-
1 on May 24, lm.Asm are aware, responsibility for administerd the pro-

ts i we agen-

gram's work requiremen ghifted over the past 2 years to Siate n
cies that sign contracts idi forlo‘('lelnwent . Discusaions about this
change in 'lit{;ndfu ing, as lasaltemte.pprmdteshavedelqyed
publication of final ru : 's work i ts. We have since re-

rovisions from.

moved the voluntary quit provisions this larger et. They are now in a reg-
uhﬁwonworkfmthatwiilbepmﬂishedatahurdme. .

Similar complications have delsyed implementation of the provision to ensure
thatfmdstamphcneﬁudonotmcmwhenotherwelfmpuymentammdmd
forviolatiomofthemle&ﬁiaprmisionmpublisMonApﬁlw.lm,inapm-
pusedmlethatalminclwed legislativemia&mdbﬁngdhchm:mdccﬂnin
progmmrmdsmthelhmpudler(}eneml.hwenfmmmtoﬂiduk.mth
motherFedemlorMemﬂy—chdSmﬁemwmmCommmmmd
severa) issues about disclosure of information that required a significant amount of
nseamhm\ddelayedﬁnalndm'ﬂmemmmrml . We consider it 8
high priority to finalize this regulation and are moving to assure its prompt publica-
tion.

There are only a couple of other isions from 1981 and 1982 Jegislation that
sti}l need to be implemented. One 1 lmvia&ongivusuwmamﬂui-
bletimfrnmemnotil{ehmmhddso{ Arati i i
This regulation should published later this year. Another 1981 provision aliows
the Department to revise vehicle respurce standards; this is not mandatory and i
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being examined further. We are also continuing t0 wark an the issues relating to
work requirements.
Question 8. The Department has changed the {ures invalved in im, t-

ing the work registration requirements of the Food Siar . Yot I under
stand that some States are not performing work t ' the current
status with regard to how many States are not work registration?
How does the Department intend to ensure en t of the work registration

States are operating a search vrogram. Under the “ontracts, these States receive
full mmrummmmmmmemmmmbm—
mmw.me&awhwdmmmmﬁammnemtmiym-
courages all States to in job search.

Question 9. The General ing Office completed a report in Jan 1982
which indicated that millions of dollars be saved by i the A i
tion-To-Participate system which wss used as the issuance about 75 per

cent of the Food Stamp Program. What actions have been ! fhimvetheays—

tem's fiscal integrity, as recommended by the GAQ? Specifically, has been
dove to eliminate Federal expenditures associated with duplicate jssusnce and re-
demption which the GAO estimated was costing about $12 an ?
Answer. rtment has made great strides toward improving the fiscal in-
tegrity of the Au -To-Participate (ATP) System and 1
expenditures associated with d isshance and redemption. Duplicate is-
suance; have dropped 57 t from $12 million in Fiscal Year 1981 to $5.2 mil-

lion in Fincal Year 1983, This dramatic drop is evidence of our commitment to elimi-
nate these losoes,

i %MmAW!mdmwmmmmmtmmm
sively to improve the ability to positively identifyorm-ifyfoodmmg clients. All
food stamp project areas with more than 100,000 recipi ts are required to have
photo ID's. In addition, the Department has mandated ID's for arena with less
than 100,000 recipients when duplicate issuances were excessive. The Department
has also encouraged States to voluntarily implement the use of photo ID's or to in-
stall an issuance system that will prevent excessive losses. Since November 1982, 11
simhawhnpkmtedamndatoryphommmuﬂmhwvdunuﬁlym
:glemhﬂnpbotomsmemnnddxﬁtuhandewbpedwdm&nuﬁa~
ion .

To further reduce the abuse of the ATP replacement rules for ATP is-
suances have been tightened. In addition, the rtment has developed 'm"“m
cantinuing the authority for operation of New York City's food stamp t
AWWMMWMW.MMMﬁ%
tually eliminated A’I;P'l“;lq;nucaumdbyncipientuh tly requeating and nego-
tinting replacement (Y

P‘insl;;.pthe Department ia testing the use of the Electronic Benefit Transfer

system, which substitutes electronic im for paper coupons as an exchange
medium. This system was designed to inate opportunities for fraud and abuse
nndpmmiaestocurbswhoﬂ'ﬁmumnilfr_nud,mumtheﬁ, and aiter

ation of participant identification and authorization cards, redem of coupons
for cash and food stamp trafficking.

Question 10. Has the Department taken action to correct deficiencies identified by
the Inspector General the General Accounting Office with regard to State im-
plementation of wage match requirements?

Answer. The riment has taken seversl actions to correct the deficiencies
identified by the ice of Inspector General (OIG) and the Genersl Accounting
Office (GAO) on wage match implementation. On June 8, 1884, the t re-
sponded (o the report from GAO which explained various actions on wage
sn:);nrhin\(;.':‘od'ate.sevenoﬁ.hell)reenmmendnmu' cited by OIG have been re-

ved.

Significant has been made since the OIG and GAO's field work was con-
d\sctcd.’!’bemmhndwmdmemmmofﬁnpmdeﬂmm
ensure that States im t wage matching, and continues to technical as-
sistance lo enhance ' wage matching systems. To date, States have imple-
mented wage matching. States are improving their level of computer
development as well as their know of prioritization tec! and followap
strategies. As effective wage match strategies are . the rtment shares
this information with all regions and States. Currently, the Department is coordi-
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nating its effurts in o pruject with the Nepartment of Health and Human Services
and other Federal agencies under the auspices of the President's Council of Integri-
ty and Efficiency to increase its knowledge of efective wage match strategies. This
information will also be shared with States to further improve their systems and
realize benefits from wage matching.

In addition, the Department has initiated and continues to initiate the warning
process for State agencies’ nonm::slm with wage mastch requiremients. Further,
the Department regional offices Stskmieahavemd\wtedmrwmnm-
ing reviews of wage match activities since Year 1988, and several are planned
for the remainder of Fiscal Year 1984,

The Department continues to muke wage matching a high priority in our efforts
1o detect und prevent program abuses.

Question 1. Concerns have been expressed that the Department has received, but
is not releasing, information on the national WIC evaluation being supervied by
Dr. David Rush. Dr. Rush has supplied a letter of clarification about how much of
his work has been completed. However, from USDA's standpoint, what is the status
of this evaluation. and when do you anticipate that it will be released?

Answer. FNS has received preliminary drafts of the National WIC Evaluation
study reports. After review by FNS tachnical staff and the National WIC Advisory
mm.tmmmmside:ﬁunmmﬁeforﬁnﬂdmﬂmmm and sub-
stantial revision was mﬂ\eured FNS is, therefore, modifying the National WIC Eval-
uation cuntract to provide additional time and support to complete planned analyves

it 2 ive and readsble final report.

Release of the study findings is clearly premature until FNS and the advisory
panel have had the nity to review, discuss, and provide final comments to
the contractor. While USDA is anxious to share study results with tll:gguhlie. eutab
lished review and clearacce ures are USDA's assurance of high quality re-
;ull‘u and are stundard . USDA expects to release the final report in late
all.

Question. 17 Both the General Accounting Office and the Inspector General have
stressed the need to ensure that recipients of surplus commodities are actually
needy. What action has the department taken to ensure greater accountability and
address thes< concerns?

Answer. Interim regulations published on December 16, 1983, require that each
State agency administering the Temporary Emergency Food Assistance Program
(TEFAP) develop incomebased standards of need for program participation and
submit these criteria in a plan of operation for the Department’s approval. States
hawmnpondedmvelymtheseinmﬁm rules to the point that we now believe
effective income- standards are in place in every State. For example, half of
the States have established income standards equal to or below the Food p Pro-
gram standard of 130 percent of the wriool jevel. All other States have standards
;l oir below the limits for reduced-price meals (185 percent of the poverty

Vel

Proposed smendments to the interim regulations published on July 2, 19K4, sug-
gest several program actountability and monitoring provisions. Public comments on
these amendmems are due by August S1, 1884, it is expected that final rules
will be issued early in Finscal Year 1985,

The CHAmMAN. Our next witnesses are Thomas J. Burke, Assist-
ant Inspector General for Investigations, and Donn E. Adkisson,

Assistant Inspector General for Audit.
You may proceed.

STATEMENT OF THOMAS J. BURKE, ASSISTANT INSPECTOR GEN-
ERAL FOR INVESTIGATIONS, AND DONN E. ADKISSON, ASSIST-
ANT INSPECTOR GENERAL FOR AUDIT, OFFICE OF INSPECTOR
GENERAL. U8, DEPARTMENT OF AGRICULTURE

Mr. Burxe. Senator, ] am the Assistant Inspector General in
charge of Investigations for the Department of Agriculture. Also
this week, | am the Acting Inspector General. John Graziano is at
a conference in Miami with the U.S. attorney, discussing a very im-
portant case that has international implications.

3RS 0 end
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We h.ve no prepared statement, sir. We responded to your re-
quest, and we would be delighted to answer any questions that you
mairl have concerning our audit work or investigative activities
within the Department of Agriculture.

The CHAmrMAN. Very , and we will move it along fast, be-
cause I know you gentlemen have other responsibilities. But I ap-
preciate your coming, because it is important that we make a
record as to what is accurate and what is factual with respect to a
lot of things.

Let me go back to 1980. The then Inspector General, Mr.
McBride, indicated that the requirement that the Federal Govern-
ment operate directly several nutrition programs was diverting
Federal personnel from proper review and monitoring of all Feder-
al nutrition programs, as well as from providing technical assist-
ance. Inasmuch as the Federal Government must still operate
ildxgﬁe &tggmms directly, do you agree with the observation by Mr.

ride?

Mr. Burke. Senator, this was discussed by Senator Melcher and
Ms. Jarratt. The FNS is attempting to put some of these FNS-ad-
ministered programs back with the States. That was Mr. McBride's
observation at that time, and I think we would agree. However,
Senator Melcher also thought it would be a very difficult thing to
do, and I agree with that, too.

The CuairMAN. Sometimes the right thinf to do is difficult, and
what we nced to think about is not the politics of it, but what is
right for the geople who are paying for these programs and all the
others of the Federal Government,

Do you think we ought to require the States to assume direct ad-
ministration of these programs? I mean, if were just a de-
tached citizen out there, do you think you would applaud requiring
the States to do that?

Mr. Bu-xe. I really do not know, sir, except that we do back
FNS's policies in this regard. I have to quote Jarratt again.
She said she did not know if it should be a requirement or how it -
would work, but they are going to try to get the States to assimi-
late these programa.

The CaairMAN. Thank you, I think.

Well, I guess 1 will not press the point. But we talk about the
cooperation of the Federal, State, and local governments. ] came to
Washington nearly 12 years ago, convinced that there was not all
that much cooperation, and there was much chestbeating, particu-
larly on the State level, about the cooperation. But I did not see it,
and I still do not see it, certainly, when somebody else has the re-
sponsibility of raising the revenue to finance it.

Well, let me ask you about that $4.8 million robbery of food
stamps in Philadelphia. 1 remember hearing some weeks ago that
some folks had been arrested in North Carolina. Have there been
any more arrests?

r. Burxe. Senator, in talking about cooperation and coordina-
tion between Federal, State, and local authorities, the $4.8 million
theft of food stamps in Philadelphia, I am very proud to say, was
an excellent illustration of tion and coordination in law
enforcement community at all levels.
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The theft of the $4.8 million occurred in mid-December from the
printing firm, U.S. Bank Note, and was not discovered until right
after New Year's; $4.8 million in food stamps is equivalent to four
skids, or pallets, about 6 feet tall, and they needed a large truck to
take this kind of volume out of there.

We joined forces with the Philadelphia police, the FBI, the Secret
Service, and several other law enforcement units in the Phitadel-
phia area. We have to date arrested six princi who were in-
volved in the actual theft—it was an inside job, ator; we estab-
lished that. We have also arrested in the neighborhood—and it de-
pends on what day I count them—over 50 people who were dealing
mthediatribntionofthosesmlenfoodstamp&lnthxs icular
case, the food stamps did not real get too far from U. . 95—and
95 goes through your State, as as through New York and so
on. We made arrests in New York Ci . we made arrests in New
Jeme'.MoatofﬂxearrestSweminmehﬂadel' phia area. And, yes,
we did make an arrest in anftmvﬂle. Thoee stamps came from
Philadelphia via Richmond, V and the fellow was caught in Fay-

\eneville. again with the assistance of the local police. So, coopera-
tion is actually literally there and tangible; you can reach out and

feel it.
Of the $4.8 million, again degnd’mg on which day we count, we
have recovered approximately $3 million of the stolen $4.8 million.
We still haveneveralfugiﬁvesthntwamlookingfor,notthe
thievea.butotherﬁoplewhowemmcmingthemlenMp&
We think we may abletopickupsmnethmginﬂ:eneighbm
hood of another $200,000 to a quarter of a million dollars’ worth of

stamps.
Allpzfthis.Senawr,wasbecauseoftheireoopemﬁm.
memumm.Yes;well,lthomghlyngreewithyouaboutthe
lawenfomamentside.lhappentohemem&npoligedhqer,
whohasbeendeadalitﬂeovermyearsm,butthuemmthmg
wmngwiththepeopleinlawenforcement.andlhnvetoti my
hattoRuﬁmEdmisten.whoisthenttou'l:‘y of North Caro-
lina and who, in that capacity, is head State Bureau of In-
vestigation. The law enforcement people have been vmvavery m
erative. That was apparent at so ne hearings we in N
Carolina on fraud mt.heFood.itampProgmm.Someofyour
leandothersteﬂﬁiedthatﬂneawciﬁmmwyuldnotbe-

ieveﬂleextentofthefmndinthisfpwmnm.mthmgyoucan
buy with money, you can buy with food stamps, and it 18 being
done. I think it was one of people-—ywcaneorrectme,iflam
wrong—who said that all tr:y“hadmdowu-hitthestmtandput
out the word that were in the market for food stamps, fraudu-
lent food m§
handle within 24 hours. This is true in Fayetteville, Raleigh, Char-
lotte, Greenville, Asheville, and Wﬂ:ﬁfm—anywhem you went.
But are exactly right. The law enforcement people in North
Carolina, they see thi and they understand that, and want to
he}!‘g you crack down on not only matters of this kin but all
others. . _

Well, some years ago, there was an OIG audit that indicated that
some child-care providers, primarily in Head Start centersifwere‘re-
ceiving dua} reimbursements under both the Child Care Food Pro-

J
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gram and the Head Start Program. Now, the administration is rec-
ommending to delete Head Start Programs from Child Care Food
Programs and fund their food costs separately through the Head
Start Program.

Does this respond to the concerns that OIG has raised?

Mr. Burke. I will ask Mr. Adkisson to answer that, Senator.

Mr. ApkissoN. Yes, sir, it does. We feel that that will adequately
address our concerns.

The CuARMAN. Of course, there has been a lot of criticism about
it, particularly in some of the media.

All right. The OIG avdit of Quality Child Care, Inc., in 1982, rec-
ommended that the r.eans test for family and p day care
homes be reinstated because a high proportion of children in such
homes were from families with higher incomes.

Does the Tnspector General continue to support the reinstate-
ment of the means test?

Mr. ApkissoN. Yes, sir.

The CnaigMAN. In the past, you have done work in the Summer
Food Service Program and made recommendations for changes.
Have you done any recent work which would indicate whether
tl':elt:ie is any greater assurance that benefits are targeted to poor
children?

Mr. ApkissoN. We have four States scheduled for this summer’s
program in order to conti:ue to assess those programs for this
sumimer.

The CuairMaN. What States are they?

Mr. AokissoN. New York, California, Illinois, and Louisiana.
Those are the big participating States.

The CuamMAN. Would it be preferable to have only those facili-
ties with cafeterias, such as schools and camps, participating in
this program?

Mr. Apxisson. We feel that that would certainly be a stronger
control than the present method. However, with adequate controls
over the delivery to States other than cafetcrias, we feel that the
program could still be successful. The key is the control of the pro-
gram.

The CuairmAN. Briefly, may I ask you to outline the change in
responsibility with regard to investi;gitions in the Food Stamp Pro-
gram, that is to say, the shift to the Scocret Service?

Mr. BurkE. Senator, we have not relinq’llmhed any responsibility
in the investigation of violations within the Food Stamp Program.
What we have done is simply ask the U.S. Secret Service to assist
us in certain areas of the food stamp investigations.

On January 23 of this year, we entered into a formal agreement
with the Secret Service in which the Secret Service will focus on
the outside criminal elements, such as food stamp thieves such as
we had in Philadelphia—counterfeitors, or persons suspected of
trafficking in food stamps. These are people not related and not di-
rectly involved with the Food Stamp Program, very much akin to
what you have described being on the streets in Charlotie, Raleigh,
and Greenville.

We will continue to direct our invest.igtive efforts to people who
administer the program—that is, both Federal and State—people

28



25

who benefit from the program; peoxle who deal in the food stamps,
such as grocers and contractors of ’s and food stam;lxs.

For the past several years, we have been working selective joint
investigations with the Secret Service. We came to this accommo-
dation at the beginning of this year. As you know, we are not fortu-
nate enough to have agents in every city in the United States. We
only have about 250 agents. The Secret Service personnel give us
far greater coverage throughout the United States than we do, and
they are well trained and well geared to accomplish this task—in
areas which we can only address occasionally. Even in North Caro-
lina, as you know, we cannot go to Charlotte and we cannot go to
Asheville every week. We have to our Feople around.

Additionally, it should be n that in fiscal years 1982 and
1983, we spent 45 to 48 percent of our agent resources in the inves-
tigation of FNS programs. In light of our other responsibilities
within the De&artment, this is not in propoition to the needs of our
Department. We are striving to spe one-third of our resources in
theFNSprogmmandtwo—thirdsmﬂaeotherpmgmms.

We believe that with the assistance of the Secret Service, our
agreement should significantly increase the Federal efforts of pre-
venting and detecting fraud in the Food Stamp Program.

We think it's a good deal.

The CHAIRMAN. Well, there is a feeling in North Carolina that
the effort has been diminished. You say that it has not?

Mr. Burke. No, I do not think it has been diminished. I think
what v-e are doing—and 1 have been in touch with the U.S. attor-
ney in North Carolina who thought that we had diminished—and
as you recall, just prior to your meeting in Raleigh over the last
niunth, we had 62 indictments in his area on food stamp cases
alone.

Diminished, the answer is no. Shifting, the answer is yes—but
shifting from our sole attention to joint attention of the Secret
Service and ourselves, and the Secret Service only in certain areas
where we cannot join them jointly.

1 am quite sure that we will continue to address the problems of
that U.S. attorney in North Carolina, either individually or jointly
with the Secret Service.

But diminished, no, sir. We have a big pﬁmm here.

The Cuaigman. 1 tell you, 1 have several more questions. Why
don’t I save you a little bit of time, because these are in part tech-
nical questions. So why don’t we submit those in writing to you
and l'lgt you reply in writing, and we will make them part of the
record.

[The following was subsequently received by the committee:]

ADDITIONAL QUESTIONS SUBMITTED TO THE OFrFICE OF INsPECTOR GENERAL BY SENATOR
Jis £ HeLms AND ANSWERS THERETO

Question [ The Office of Inspector General has Jreviously voiced recommenda-
tions ubout the Puerto Rico food stemp program. Now that Puerto Rico has been
operating the block grant. do you have any further findings or observations?

Answer | by Mr. Adkisson. We monitored the implementatijon of the transition
from food stamps to cash payments in Puerto Rico and reported the process was suc-
cossful. Subsequently. s rimental study confirmed our findings. No further
audit work is planned in fiscal year 1984 because (1) the Puerto Rico Department of

Socinl Services is scheduled for an A-102 organizationwide audit which will include
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coverage of the nutrition assistance grant, and (2) the Food and Nutrition Service
has contracted for an evaluation of the grant, to include fraud and error assess-
m&hmwnww which is due in March 1885,

The De t of Social Services' Office of Internal Audit/Investigation is
sponsible the investigation of all Nutrition Assistance violations. Cases
involving complex or employee fraud are referred to the

Bureau, Rico Department of Justice, for investigation and prosecution. Rou-
tine, or less complex ceases which no fu-ther i tion, are referred to
the ment of Social Services which then refers them di to the Depart-
ment of Justice for prosecution. A review of the Nutrition Assistance Program case-
load at Internal Audit/Investigation revmaled that since the Nutrition Assistance

Special Investigations Bureau is currently investignting a case involving the
theft of 700 Nufrition Assistance checks worth a total of $120,000 We are
closely monitaring their progress on this case should cur assistance be needed.

The Criminal Division of the Puerto Rico Department of Justice has processed
Gisponed of by the particant SEreing lo e e e s TR ome wore
i rticipant ing to y ra i
mtd.ﬁeﬁﬁﬁraﬁﬂﬁmm&r!awmmm in Puerto Rico
to outlaw fraud or theft of Nutrition Assistance Program funds, but that such of-
fenses are prosecuted as violations of the Fuerto Rico Penal Code, Title 83, sections
4391 (violations invelving public funds), und sections 4271 and 4272 (illegal |ppro-

priationl.

Question 2. Several years ago, OIG recommended improved verification in the
achove!l lunch - Are you satisfied with ‘he current verification that is pow

ing on ?Eveynudonennymtandmwhkhrewmﬁnmpmbhm?

you have further recommendations for improvement? .

Answer 2 by Mr. Adkisson. An audit of the Chicago Board of Education is in pruc-
ess. We are using statistical ssmpling and wage match techni to evaluate the
income verfication process. The t recently issued a rule which will
require more intensive verification efforts for the 1984 -85 schoo! year. The results of
the Chicago audit will be used in planning wider audit coverage of the Child Nutri-
timmmminﬁsmlyearl%&l)mmg the results of those audits, we
may néed to make additional recommendations for strengthening the income verifi-
cution

process.
Question J. In the WIC program, have made any audits that would suggest
an cmmmmhmdeinm&mn&nﬂthemm?

Knswer 3 by Mr. Adkisson. Qur audita.of the WIC i recent years have
shown continuing weaknesses in internal controls st State und local levels. We have
mude appropriate recommendations for correcting the problems. The resuits of ou
fiscal year 1984 audits l:?mt the need for further changes in program admin-
istration that will reduce amd waste,

Question 4. Are you satisfied that States and local sgencies are reimbursing the
Department for iisallowed or misdirected expenditures in the various FNS pro-
grams? What can be done to expedite the collection of sanctions from States levied

in the food stamp p ?

Answer 4 hy Mr. m A number of’ recent OIG audits of the Food and Nutri-
tion Service's financial management activities indicate that the Service did not
always timely establish accounts receivable for claims against State agencies or
ussess interest on delinquent debta. Also, the Service did not have an effective
system for monitoring State agency claims sgainst subrecipients.
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StampProgmminﬁxeinmneandeﬁgibili verification system
beingdesignedforallofthemqiorFederal fare programs.
Are familiarw_vit.htlmt?

in the program?

Mr. Buske. I do not think that I could give you an educated
answer, Sir. '

The CrARMAN. Why don’t you think about it, and either of you,
after thinki aboutit.ifyouwouldcammmmdtoit,wewould
like to have that for the record, too.

Is there anything else you would add that we have not covered?

Mr. Burke. No, sir. We want to also thank you for your continu-
ing support of our efforts in North Carolina and elsewhere.

The CHAIRMAN. You have got it.

Mr. Burke. Thank you, sir.

title.
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*Mr. Crowley and your colleagues, we appreciate very much your
helping us assess and analyzre where we are at with respect to
trying to restore a modicum of common sense to these programs.

Your statement will be made a part of the record in full. If you
want to summarize it, I know you have many other things to do
today, and we will move you along as rapidly as may be possible.?

You may proceed as you wish.

STATEMENT OF BRIAN P. CROWLEY, SENIOR ASSOCIATE DIREC-
TOR, RESQURCES, COMMUNITY, AND ECONOMIC DEVELOP-
MENT DIVISION, U.S. GENERAL ACCOUNTINC OFFICE, ACCOM-
PANIED BY STANLEY 8. SARGOL, GROUP DIRECTOR; MEL W,
MENCH, FOOD STAMP AUDIT MANAGER; RALPH LOWRY, WIC
AUDIT MANAGER, AND KEITH FULTZ, SENIOR GROUP DIREC-
TOR

Mr. CrowLEY. Thank you, Mr. Chairman.

I notice that you have already read a number of our reports re-
ferred to in my statement, so I will skip over them in my state-
ment. Please stop me whenever you want any further ification.

We are here today at your invitation to discuss our work. Basi-

'cally.mystatementstartsoﬂ'withthe jor report we issued last

year, in February 1983, which discussed the need to recover Food
Stamp Program costs attributable to errors and fraud.

Recent data shows that the error rates have declined, as you
meationed, but because of increases in total program outlays, over-
payments still approach $1 billion per year. The annual dollar loss
is equivalent to what is spent to provide food assistance for almost
2 million needy people.

Since then, we have initiated several followup reviews and have
started work in other food assistance areas. For example, in our
February 1983 report, we noticed that matching, required by
law in both the Food Stamp and AFDC is a promising
technique for identifying erroneous earnings information reported
by households participating in needs based programs. Basically, it
involves comparing household-reported earnings with wage infor-
mation available from an independent source, generally a State
agency adminiaterinf the Unemployment Compensation Program.

We recently completed field work on this review in five States,
and we found a number of problems. Two-thirds of the approxi-
mately 700 randomly selected cases we reviewed in the local offices
showed significant differences, averaging about $900 per case for a
3-month period.

Our work indicated that about 90 percent of the two-thirds had
differences which were not handled properly by the local offices.
The problems involved local offices not taking appropriate steps to
manually match independent wage data with the eamnings data in
the case files and not consistently following up and resolving differ-
ences.

Essentially, it comes down to the fact that Agriculture and the
States cou}dy have provided better guidance and asgistance to the

1See p. 52 for the prepared statement of Nir. Crowley.
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mwammmhmmﬁm rec-
ommendations on how the States can the on
thege matches? '

Mr.mem.WefuundpﬂmrﬂyMtho of Agri-
cultureneedutogiva&e%mbm Our report
has some very detailed recommendations, Iml#wmnot
get into today, but the r cover & number of Areas m

amounts owed, and procedures,
are presently time There are i that the
States’ method for from households no longer
receiving ts is to merely send repayment,
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and they hsive not considared additional alternatives, such as possi-

%m State income tax refunds.
stamp legisl while it requires for uveris-
suances for curreat participating households, chly to partic-

ipant-caused errors. Recoupment does not to syency-caused
-errars, as is the case in the AFDC Program. ”

committee, we recommended 8

Act of 1977 tc conform food stamp legislation with AFDC legisla-
tion which provides for offset sgainst AFDC participant
benefits for overpayments ca mifmytypedm,whethsrxt
is agency caused or recipient ca

By the ¥ in vour bill, 8, 1998, section 702, would
accon oge.

We also recommended that States be required to take ap-
propriate actirn ynder State law 0 recover overissuances sgainst
Income or resources of individusis or households no longer receiv-
ing benefits. Right row, they are allowed to do that, but there is no
requiremer:t that they do it. Cur ongoing work is reconfirming the
need for ithese kinda of chang'ss,

With regard to corrective action plans, wittun the next few
wmka:‘gi:illbe' 'atem'tontthecorregirveh:cﬁonsm
na8— Agriculture’s management system ving
f:nﬁmmat ¥i Agrmﬂme hchi:::xmved Pts W:

ve overal], its managemen
of th2 Food Stamp Program, but some areas need further attention.
Our report to the S/ cretary of Agriculture has a number of admin-
istrative recomumer.Cations to the Secretary to correct those prob-
lems, and that wi'/ be issued within a few weeks. -

ise,ed today.
mmwmmmmmhmsunmm

# {’b‘ﬁ}



tion now, from what we know, is about infants
and children, and annual costa are about $1.2 billion. Pro-
gram officials ﬂ;%%mﬂntsml&dymr
recently com field work on WIC focused on what be
donetoheﬁerduvcthmitedfundsmthmmmidemdmboat
- greatest nutriti risk,
We found broad agreement among directors, nutrition-
ists, and officials that t women,
_ women,mfants,andchildmnundum&in that order,
= wemmorehblytobestriskhemmedi heslth or
income or and were more spt to timely WIC
interventions.
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of losing muney, they bave ‘w0

spend the money on the most accessible eligibles available
without mm«m&mm
Some WIC officials told us a more stable approach, in-
cluding authority for States and agencies to cerry over part of
their funds, wi joss, from one year to the next, would
needed management opportunity for

initiatives.



factor of adolescen ; such age may
Mlﬁmﬁdmum in one State, to age
19 or under in ancther. One of our earlier reports

wordonfamtﬁiinme.\veupeaampmtmﬂam to be

rently,
m%‘e expanded to other States, if we see the need to.
Cnamuan. Will have a report an that?
Mr. CrowLEY. We just .
ﬂ?CﬂuuAN.Buthowlongwﬂlitmke?Unﬁltheendofthe

year?

Mr. CROWLEY. Let me give you a better date in about 1 month,
gﬂ::iv:ghawbeenout in the field and have seen what is
in .

The CxARMAN. All right. That was an unfair question.

Mr. CeowrLEy. We will do that.

The CammMAN. This needs to be done, and I am glad you are
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ts. Several years we out a on prob-
mdmtheauthwm oo, te {ATP] system. We are
fmngtubelookinsintom ves to ATP de-
ivery systems. We are also looking at the au and monitor-

cation system for the Federal welfare programs. This is
consistent with the previous anticipate that

GAO Do you _
mm,whmitevdmwmmdm overigsuance errore in the

StampPrvmm?
Mr. SarcoLr. Yes, Mr. Chairman. We have gone over the descrip-
tion of some of the amendmentsa in the Congressional and
it seems to be right in line with some of the things that we have
advocated in our

The CHAIRMAN. Very gord.

Do I understand your report to say that if the Food Stamp Pro-
mmﬁht&mmnmmm&m

would be much larger sanction amounts?
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or ing else—national defense, or
whatever. [ think we owght to look at all of them.

But on page b of uthﬂy.doywhnnmyinﬁmmmmon
whatt}mcumntmbu&on ipients be in the various

ca ies? My ing is that than of current WIC
g:ét?'pantsminthe highest priority group; is that cor-
Mr. Lowry. Mr. Chairman, if I could to that, it is very
difficult to make generalizations about the uae
nmnot,)ustmwprmam.butmny one

to another, programs differ substan So there are
prograr ﬂmt,inouroﬁnim.:fre i y in that

serve a high percen p women,
an mfants.whoareqtﬁtexly uthehighutprio?‘ty.
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Soanothernallyfrmaﬁngl of the WIC Program is the
dearth of program data. %mmm

in
the past—I noticed that one aspect of your proposed i:

better reporting of deta on the of the WIC Program,
cluding information on i
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tionwide, I do not know.

'lheCumm.Well,ifweevergetthemﬁmhghﬁened
we know what we are doing, and the basis for what we are
maybawewﬂlﬁndthstwhatisngededismtreallymm
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unreported income, and 2! better follow-up and disposition of these cases to enable
admm::_en;d of monthly benefits, recovery of any overpayments, and pursuit of sus-

pected fraud. .
Identification of coses with potential unreported income.—There was general
eht among stater we reviewed (Florida, Lousians, New Jersey, New York,

agreem
" and Texas! that the success of wage matching is largely dependert on their capabil-

ity to flag all potential error cases, including those of households that recently ieft
the program. with a mini:-um of effort and to limit the cases reforved for iocal
office follow-up to those hau(_;gnmntuial differences hetween the external and par-
ticipant-re wage data. Food and Nutrition Service had not yet provided
states gui or wpecifications on automstion of wage caseload cover-
age, or referral criteria for follow-up on cases with indicated wage di

Followup of cases with potential unreported income.—Most of the cases we
checked involved significant differences in reported wages, but for many there was
no follow-up action, i uate or incomplete follow-up, or no action to establish a
claim. This was attribu to backlogs in follow-up work caused by use of manual
rather than automated matching operations and inadequate controls and guidance
to insure follow-up on all cases. ,

We also noted that the statos we reviewed were using virtually ‘e same
dumfmmrryingmtwgm&hingmuimnenﬂﬁntheb&wtmtd th
and Human Services' (HHS") Aid to Families with Dependent Children Program.
HHS agreed that working cooperatively with Agriculture to improve their wage-
matching systems would benefit both .

We are currently in the of ing specific recommendations concerning
?;;snfmatching activities. We expect that our report will be issued in late summer of

MMMmmm.meGmmmMﬁn&mmmmnlmmﬁm
enacted by which had oot been im ted. 1 wonder if 1 call on

" you to update that list to indicate what i acconding to your records, have

not been implemented?

Answer. In June lsﬁﬂ.w\efnm'mhedtheﬂommimﬁthaludmmmm-
sions from the {1) Food Stamp Amendments of 1880, (2) the Omnibus Budget -
ciliation Act of 1981, snd (3) the Agricviture and Food Act of 1881, for which the
Department of Agriculture’s Food and Nutrition Service had l‘w

not jssued final
tions. As of July 24, 1984, final or interim final reguistions hud not been |
one of those 20 provisions-—dealing with di ificntions of households not meeting
certuin work requirements tmmkun Food Act of 1981). Four other provi-
sions in that act, but not incd in our June 1982 list of 20 major legislative provi-

sions, still require regulstions in order to be implemented. Fifty-nine additional leg-
islative changes wore made in the Food Stamp Progmm the Omnibus Budget
Revoncilistion Act of 1382 by Public Law 83-107 (October 1, 1388); and by Public
Law 98-204 (December 2, 1983). Final or interim final regulations had not heen
issued for 10 of those {8 provisions.

The following table shows the status of the Service’s regulatory actions on the 15
provisions noted ahove. We will continue monitoring the Service's progress in issn-
ing final rules for these privvisions.
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RECENT LEGISLATIVE PROVISIONS FOR WHICH THE FOOD AND NUTRITION SERVICE HAD NOT
ISSUED FINAL REGULATIONS

v o et e it a1 T T f reameien S A ey o femmm ¢ s mear saan

Leginlative provision _ Status of ralesiaking a8 of July 24, 1984

Agricuiture and Food Act of 1981 {December 22, 1981
Required States to disqual hmmtd&whidnmuinamhuwhodidmmthemk Propcaedmhhmeduay%lmﬁnal
registration or other mﬂmﬁdm@h@rwmmmif&mmmm rule expected in August 1984.
are similar to those in the Food Stamp Frogram.
Rwsdmdmsumphmmﬁdmeﬁrmplmtmuchyw ................ Pmpoaedruleiqsuedmny!g;.‘lm.!?mnl

Authorized the Secretary of Agriculture to establish for calculating the valuve of ProMmlcbuedeb«l&lW.
licensed vehicles when demyxmmareaoumof Stamp Program participants. Final .

lem.
Increased the disqualification period NMQfmmmmM)forhmmhddsmwhichthe Pmpoaedruleinuedhhy%lmﬁnnl
Pheadaf thh:‘lnmelwld g::\ll‘lﬂﬂly njubwitm cause. be rule i Angmtlg?&.lw
rovided that Federal, Blate or employees participation in a strike are to Proposed issued ’ . Final
ronsidered as having quit voluntarily. mbelpechdin.\nalm

mmmmmmwmm&mwmwmwm Proposed rule jsued %h'ls@.ﬁnd

to the job search requirement). rule expected in August 1984,
mmmmmmbhwmamdmﬁummw PromdmlehpnedAwﬂlQ.lMFiml
nesistance whanmhredmdhmeﬁtsmewadbypmdﬁuﬁwhﬂhﬂbmply rule expected in September 1984,
with the other program's requirements.




Aummmmqﬁwmnmmmmdwmm Pr}g‘pmdndeexpectedinnecemberlw.
less often than every month in States which either (1) demonstrate that iring monthly nal rule expected in June 1985.
repoﬂsﬁnmceﬂaintypesquhol&mhsinunnrmpwddminwl expenses or

gﬁ:qunquutmmwmmmm' with HHS' Aid to Families with Dependent

“hildren .

Public Law 98-204 (Dec. 2, 1983k

Rzmdedmemdxiﬁthnmmmbmeﬁm“derSheMBivonuuiﬁmmMame Final rule expected in August 1884

Almmthatdomwﬁmmlkctw data for administering their unemployment Proposed rule expected in October 1984.
compensation programs to use comparable from other sources to satisfy the wage Final rule expected in March 1985.

matching requirement. .

the hrmmwnmmmmwmmﬂyw Pr;gmdmkexpecmdinnemuberlm.

subject to either lywpeﬁdknpmthghrnmﬁmwrhdﬂmntw inal rule expected in Jupe 1986.%

G.month minimum, (2 extend certification periods for certain househalds the

Mtl%mthlﬂd(&MMmaMb@smeﬁmﬂ
c.miudhamhdhknbdmcribdmnﬁm iod:
mmmummm_mwmnmmmmmmuwﬁh
wﬁthmawelMWmmoﬂwﬂunm th.

3
Fond med Nateition Service officials sid they conidored the weiver o e scifisaplamenting. bul they hod advice ¢
on they the pravisions they wnxmcb_

o i g o somn 22
muﬂthmumzm. memorandum the criteria that Service's regional offices were 'hmmmnqmbr ©o

of
how would be ua!mm‘m to grant sistes these wnivera
o &";hmmm‘dmmmm&nmmkﬂumw Mmmdm&mm Mum:hmmdlmrw'uuluﬁm

) the Serviee's wsiver autbority but thet bad not officiafly notified
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Qqestiom(?ouidmelabonmqnwhnt could be taken to encourage, or even
n’uue.m;‘tertamai of benefits on the priority jents?

A number of MMMWWMMWE
mmhmmmmhmmmamﬂnnm

al risk factora as inadequate di pattern and ion of nutritional re-
M.Mm~mwwmﬂm_bgm@z&"mm

mhmdwbenn;ﬂlmnu&ﬁm&r&mﬂa&mc:fn&hndw ?h“?lht
ing new participan WW participation viduals
factors varies widely from local sgency to

thori&yisneededtopmﬂema&n'mishmﬁththe
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APPENDIX

STATEMENT OF WON. JESSE HELXS,
A U.S. SENATOR FROM NORTH CAROLINA

Today the Committee continuas its oversight of various programs
within the Food and Nutrition Serviee. These faclude the f£ood
stemp, child autrities, and commodicy distribution pragrams.
Comulatively, these programd coastitute the largest portion of,
the entire Departmant of Agriculture budget—and, as such, con-
atitute one of the major responsibilities of this cosmittee The
Administration has potad that through these programs sbout 95
pillion weals dre.subsidized every day—a ausber that bas never
been M‘hro

In previous heariogs, both by the full Committes and the Natri-
tion Subcommittee chaired by Senator Dole, we have heard from 8
broad variety of witnegpes who work witia these programs, pri~
parily at the state and local level., Today, we want to hear from
those who overses the programs from the Pederal lsvel—both those
whose duty it is to adainister the programe and those who serve
as watchdogs for the pudblic and the Congress. Of particular
concern to the Committee this year is the operation of the child
putrition programs, five of vhich expire at the end of the cur~
reant fiscal yeax.

As we move toward a markup mext week, certainly the context of
this and other committes deliberatioos this yesr coutinues to be
the parasount coacetn with the overall budget situation of the
Pederal government. Long gome are the days when members can eit
around the table and outbid sach other driving up the expendi-
tures for all of these programs. In the 1980's, we seimply must
operate vithin the realm of fiscal responsibility.

1 know that there are membaxs who sincerely feel that increases
should be made in some, OT all, of these programs. Other Sena-
tors balieve, as I do, that further econowies can be wade without
damaging the fundamental purposes of the progxams, or affacting

- truly poor recipients.

Yor instance, 1 have proposecd raforms in the food stewmp pProgras
that would save over $1.5 billiom aver threé years, primarily by
making States swore accountable and responsible for their overis-
suance srrors. A nevw GAO report veinforces ny view that we sim-

-
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ply must require greater improvesent in the States' administra-
tion of the program. '

1 have proposed reinstating the means test for children ian day
cave homes receiving meals under the child care food program——a
saviongs of almost §100 wiilion simply by targeting benefits to
the most needy.

1 have proposed inetitutiog a means test for participation in
the susmer food service program, a progrss that curreatly is not
sufficiently divected to poor children.

These are reasonable, wmodest proposals that betrer target Fod-
eral dollars without reducing benefits to the truly needy at all.
Our witnesses toddy may be mble to sugiest further improvements—
with or without a budget impmct. '

1 would say to those vho favor any increases in these or ather
programs that they wust sddress how they would pay for euch
increases. In reauthorizing the five expiring programs—-—as well
as cousidering other prograsa—we simply nust come up with a bill
that has no net cost to the taxpayer.

Pechaps some priorities withia chese prograss can be shifted.
1'm certainly willing to work with Senators on that. But I can-
not imagina that at a time of alleged concern with momting
deficits, Senators in thie Cosmittes ov in the full Senate are
going to be prepare to increase spending in these aress, no mat-
ter how polirically wttractive that option may sees to be,

Members of the Howse and Senate simply cannot ba talking about
concerns with deficits on the Floor one minute and then proposing
sultimillion dollar imcresses in spending in Committee the next.
Budget deficits approaching $200 billdon gper yesr cenmor be
reduced by adding several million dollars more for various food
assistance prograns, oo matter how well-intentioned.

Cirizens who are just as concerned with child nutrition, for
instance, as self-proclaimed advocates claim to be, have 1ndi-
cated that the action that would most help children—now sad in
the future—is for the Congress to reduce spending and thareby
eliminate deficit spending. Only then will our children's
future, and that of our children's children, be economically
sound. All availsble data poiunts tu the fact that wvhen govern-
ment spending is managed in a fiscally responsidle way it i3 the
poor who are the first to bemefit and it im the poor who benefit
in the greatest proportion—from less inflation and lower im-
terest rates.

STATEMENT OF HON, B5OB DOLE, A U1.S. SENATOR FROM KANSAS

Mr. Chairman and Members of the Committee, I understand the Ad-
ministration seat its child nutrition legislation to the Hill
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yesterday, so this heariog is a very timely one for us to hear
witnesses from the USDA Food and MNutrition BService, Inspector
General's Off{ce, and General Accowmting Office.

During the past yesr, there has been a lot of media and con-
gressional attention focussed oa thunger problems in Aserica.
Thic has oome st a tise when the Fedexal govermment is serving
more people through ite nutrition programs than ever before, and
has inveated more Federal resourcos in providing food assistance
than in the past. Last year, the Federal govermment spent close
to 18 billion dollars on its warious USDA-aduinistered food
progrsms. The food stanp progrsm served sbout 23 million people
and the WIC progras grew to sarve about 3 million women, infants,
and children.

Child Nutrition Reauthorization

This year, the primary focus of sutrirtion legislation will de
to reauthorize the expiriog child nutrition programs. These {n—
clude the spectal supplemental food program for Women, Infants,
and Children, Nutritioa Education and Training, State Administra-
tive Expenses, and the Swmeer FPood Service program, ss well as
the authority to purchsse section 32 ocomsodities. As usually
happens when we go through this reautiwrization process, we end
up evaluating the effectiveness of all the child nutvition
programs, including the school lunch, achool breakfast and the
child care food programs.

Task Force Recomsendations

This past Janusary, the Preaident's Taak Force on Food As-
sistance made a comprebensive report, which {included many con-
structive recomsendations for changes in Federsl Food programs in
respouse to “hunger” problems in this oantry. Foxr example, the
Tagk Force recommended for the Food Stasp program that the
thrifty food plan be restored to its full 100 percent, thet as-
sets limits be raised, and that specisl-accommodstions be sede to
make the program wore acceseidle to the homeless, etec. It
vemains for the Congress to act npan these proposals, but, given
the timetable for the shoxt election year session this year, we
may never be able to pass legislation, This means that such
recommendations will be more fully explored in the oontext of
program reauthorization next year with the 1985 farm bill.

——r———
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TESTITONY OF MARY C. JARRATT
ASSISTANT SECRETARY /OR FOODP AND CONSUMER SEAVICES
0.8, DEPARTMENT OF AGRICULTURE

dr. Chairmar, and semaerse of the coamitfex,
thank you for the favitation to appe r bafore you
today to discass thy Adeinistration’s leginlative
proposals for Fiscal Year 1985, A.ccapanying me is
Virgil Conrad, Deputy Adaiuistraror for Yaaily
Nutrittion Programs of the food rad Nutrition
Servica, ard George Braley, pevaty Administrator
for Special Nutrition Program: of the Food and
Nutritioa Service.

At the outset, I cawm repert to you that the
network of food assistance progransd operated
through the Food and Nutritioa Service - of which
the Food Stamp Program is the principal vaehicle for
low—~incone autrition sssistance - has functioned
well during receat d1ffi{calt times. We remain
commitsed to administering these prograss in a
msaner which eneuras that eligible beneficiaries
are well served. At the same time, we intend to
continue to scek bdetter management cechniques and
to attack fraud, wasts, and abuse. Only with this
dual effort can ve assure the lagitimacy of food
assistance prograns in the eyes of the taxpayers.

It is our strong sense that the preseat level
of budgetary mupport for food assistancs would bde
sufficient 1t furthar error reductions,
adminfetrative simplifications, and work fuceatives
were implemented. The Foold Stamp Progran currantly
gas +.8 21 million people in 7.5 miliion houssholds
on average each moath (and 36 millfon people in 13
million households over tha course of a year). At
the same time we have had the largest caseload ia
the history of the program, ¥e have made
considerable progress in reducing the arror rate.
We have seen the overpayment arror rata drop frcon
10.4 jercent in 1981 to 8.2 percent in 1983, a 20
B!I.E!!‘_‘_..'.!!.“.‘.‘-_E.!.‘l'.‘- Lo two years. Bowever, an
percent errox rate 18 still snacceptshly high.
Overpayments cost the US Taxpayers $900 million 1in
1983, That sizeable fedaral cesource WRS paid in
error to persons who did not meet the standards
legislated by Congraess.

The current economic recovery will reduce doth
the size and cost of the Food Stamp Prograns next
year. We have szeR A rapid lsprovemant ifa the
uneaployment rare over the last 15 months, falliag
almost 10 perceant between Decenber 1982 and
Pebruary 1984. Ve expect still more improvement fin
the months to come. The budget submitted by the
Fresident asnumes that the average uneaployment
rate in all of Fiscal Year 1983 will de 7.8

BEST COPY AL2ILIS
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puerceat. This ts a falrly conservative assumption
since the uneaployment rate fa Pebruary 1984 wvas
also 7.8 perceat. With this assumption, we expact
the Program to reach an avaerage of 20 million
people each =onth n{: year,

Row thatl we ha sabarked upon & vigorous
econoanic recovery which can be expected to provide
more jobs for needy low-income pecsons now
receiving public agsiastance, we must do all that wa
can to sustain that graowing economic prosperity.

Ve must critically exaaina expanditures when we are
faced with the terrifying implicatfons of
tomorrow's cawpant budget deficita. Tha Federal
commitaent to feeding low—-iacomne persons is
substantial. USDA slone subsidizaes totally or ia
part 95 million meals a day, or about 14X of the
daily meals consamed t'n the country. This is a
very siceadle commitunent.

Now, 1 would like to discusa our uajor
legfalative proposala for the Pood Stamp Program.
Our proposed changes will go a long way to weet the
goal of simplificatfion and to eahance progranm
iategrity. 1I'1ll aow bdriefly summarize our
reconnendations.

Firat, houscholds containiang only recipients
of benefits of the Aid to VYamilies with Depandént
Children (AFDC) program would be categorically
eligible for the Food Stamp Program. This would
atreanline applicatina procassing for about one of
evary four householda. Because of the sinflarity
in the financial eligibility criteria for the two
programs, there is now a great deal of duplication
in the separate application proceuses. This
provision would eliminate that duplication,
simplify adminiatration, and enhance cowmpatibility
betweea the tuwo programs. REligidiliry workers
would be freed to spend more time with other.
recipienta, including those cases maore likely to
result {n errorx.

Secuad, we propose to sake the now eoptional
Community Work Experience Program (CWEP) sandatory.
Under this progras, abdle-dodied but unemployed food
stamp recipieats would he required to perform work
to "pay” for the value of their benefita. Failure
to do 8o would result {n a two-month
disqualiffcation for the household. States wounld
dbe provided vwith maximus flexibility to design and
wpdrate programs best suited to their particular
needs. To agssure that CWEP's ara properly
administered, States are required to offer
enployment or community service opportunities., VWe
see this provision assisting participants by
providing needed axposura to the work environsent
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and streugtheuning the work ethic. Belag ahble to
work will give cecipleats a new digatty and
self-gateem. In mdditton, this work gxpariuwnce
glves the able~bodied uneaployed sun epportuaity to
repay the community thelr Food Stamp benefits. The
community will also denetit through the provisioa
of useful public services.

FPinally, we would tighten the liahility systen
which penalizes States for excesstive erraore. Under
current law, States are liable for erraors Jue to
fnaccurately detervined eligisility and/or henefit
levels when thes. ervars exceed 7 perceat of thetr
total issuance. A 5 perceat tolerance goes fnto
effect ia Dctober, 1984, Liabtlfcy is asaessed
retrospectively, and reprasa<ata a parceatage
reduction of the State's administrative funding
grant. Our proposal would redace tha toleraace
lave!l tn 3 percant, effactive fctober, 1984. Tt
would requirve Statass (o repsay the full value of
payment errats ia excess of this standard, It
would be assessaed prowpactively, based on & State's
most recmunt srrar rate and oa its share of a
projected natioanal dollar lows. After actual data
vere avallable and coanfirmed, appropriate
adjustmeats would de made. We feel this proposal
{s vital.

Srates lack the {ncentive to iaprave thelr
admiuistrarinn of the prograa since banefits are
100% federally flnanced, 1In Fiscsl Year 19835,
States will continae to misspend aver §820 wmillion
in Federal fuads dy Lasulag erroncous Pond Stamp
paymentsa,

To enhaace State sccouatability, the
Prealdent s budgét assumes fFull State liahiliey for
paymeats excesding 1032 of proper Foaod Stasp
expeaditurea. The ned targets would encourage
States to make further progress la reduriag errors.
This proposal would set the Food Stasap #rroc
targets At the sane level as those curreatly
applicabdle for APDC and Medicatd, The lower target
{n no way affects the benefits of eligible
recipfents,

T sumaarfaa, these proposals will improve
manageaesnt of the Food Staap Prograa and reduce
caosts, hut will not raduce benefits for those who
need to supplement thetr food purchasing power vith
governasat asyistance und who meaet Cthelr
responsihilictes toward the proagrame. These
propasals are affeced {tn the hroasder coatest of
Flucal ravtraint sad rhe ased ko reduca the Faderal
daficit.

Th» kdainldtrat!nn's legislative proposals

81

{F



N e e A Bt L S
R S N b

A0
.

° BEST Couy Rligann

w1yl
coaceratag child astritiva aad comamodities are
several 1a auaber. They coatinue the affort to
focus asalstance va needy childrea and to siwplify
prograa adeinfstration. ~

Flrat, 4e propuse ta axtand the authorieation. .
of state adatnistrative expeases for one year. We ’
believe that therve ace problems with the exisrcing k
SAR formulas that create inter~state ineguities and
which deserve careful study befure a lsagthler f
authorization {8 prudant. Almo, our proposal vould
1{ait the amonat of uanused fundiag that States can i
carry over from oae Flscal year to the next. In ]
this way the Dapartasent can reduce the large ;
amounts of unasad SAR from prior years cucrently i
outstanding la sowe Statan. ' ;

Second, we would mtreagthea procedures for
verlfytag eligivilicy for free aand reduced prica
meals. Since implemgatation of the incoaa :
verificat{on cequirezsents ia the school luach ;
pragram, savings have accrued to the Federal : i
f | governaent. 0Our pragrsal would help dafray locally )
borae cosuts of vertflcation by retlabaursiang the
admiaistrative costs lacarred by food stamp offfices
fn providing 1 :arcificate of partlcipation to faod
stagp households applyfang for free anals,

Thivrd, we <ould create aa ladsapeadent apacial
gesistires factor for ceduced-peice meals in
school-based programs. As a redall, relaburdensat
rates for meals ia all price categorles would be
tncreased by the same cost-of-living adjastseent.
Because the curreat law tlas the caduced-price
subsidy to the free subsidy (it s currently 40 cents
less for lunches and 30 cents less for breakfasts),
reduced-price mesla recelve a higher fi1erease when an
adjasteent for faflation iy made.

Fourth, we would consolidate the Susmer Food
Service Progras aand the Child Care Fond Program
into & non-schoul program graat to States. This
graat would be Fauated at tha 1985 curreat sacvices
level! for the teu praograms 1t would raplace. Meal
asnlataace For Head Start craters, al predent
funded under tha Child Care Pasdfag program, would
be available through a correspoading lacrease 1a
Head Start fondiag. The aoa-schoul prograa grant
will snbatantially Lncrease State flexidilily aad
achiuve two major effecta, Firae, adninfstrative
ofFlcimacins will ba realfzed throagh a radaction
{n progras eraplacity. Second, Statas will be able
to tallar prograas under this graat Lo meat the
apaclfic aends of thalr State®s papslation,
Primarily, funis <ould H2 targeted to esek the needn

of children af low—income households.
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Fifth, we would discontinua faderal fuading
for the Nutrition Education sad Traluing Program.
This pronram, authorized ia 1977, originally
provided seed wonay for the States to beagin or
augment existing autrition education programs.
These programss are now well establishad and the
Federal purpose has deaen served. Now the Btates
should be given the opportuafity to deteraine and
implement their own nutritloa sducation prograas.

S${xth, we would eliminate the direct Pederal
adainistration of Chfld Nutrition programs.
Curcently, the Food aad Natrition Servica oparates
Child Nattition Programs, incladiag the Ypacial
Milk Prograe, in Statas which do not adatalater
these progcams through their own ageaclas, FN§
Regional O0fffices currearly operate portioas of the
school nutritfon programs {a 14 atates, tha Child
Cate Pood Prograa {n nlne Startes and the Summer
Food Secrvice Prograa fa 17 States vwhere State law
ar policy praveal Stata agencles from dating sa.
The bucden of adalalstaring these praograas, added
to the Reglonal 0ffices' aocwal dutias, creates an
{maense workload for these offices. Since Ftaten
are respoasible for making Fedaral progrsas
avallable to their citizens, it is an laappropriate
use of Federal resources to act as a State ageacy
{n admintstering these programs. Fiaally, this
action would resolve some of the amdiguities
created by having diffaring rules foc Statas and
Reglous with respect to aadit closures, report
submissinon deadlines, etc. )

Seventh, we would extend for & year the
authorization to uee Section 32 fuands teo provide
agricultural commodities to programs operating
uader the Natlonal School Lunch Ace, aad the Child
Sutritfom Act 1966. The current suthorlzation
expires on Septenmber 30, 1984. Also, wa vould
require that coamodity entitleaecats he baged on the
actual nusber of maals sarvad during che pravious
school year {natead of an estimate of the number of
seals that 111 he secved, This chauge oi11 enable
tha Secretary to astadlish coesodlty aavaatd for
each State at the beglaniag of the year based oa
the actasl data reported by States. States will
have grealer assarances of the leval of cosaocditins
they will recelive duri{ag the year aad, thereforxe,
vill aor face the proapect of cavised coasodity
lavels brcause tha Nepartacat changes its
projection of the nsuaber of meals sncvad durianyg the
bAL AR

Righth, we would extaad the Special
Suppleacntal Food Program for Woaen, Infants and
Children (1IC) for ome year., Savacal studies
concerning WIC are due to de teporred withina the
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year, and vwe bdallava Lt 18 assaatlal to lacorpocate
these study findings (nto re-agthorizatica
delidberations. 1la sddition, our proposal would
elimine = the provisions which raguire ragular
reallo: tion of program funda. WIC Praegram
_ adatniscratioa has laprovad ovar tha yaars aand States
ara not exparieacing prodlaes with snspant funds.
Rather, States arta spending accordiag to plans
astablished at the baglaning of each Flucal year.
By eliminating the reallocatlos provisions, States
will ds sssured of thelr anaual graat and the
Agency will not be required ro parforam
raallocations of the aver dgcrceastag pot of uxcess
funds,

Further, sar propgossl would reluce the asount
of money sat asfide for adalalstcation of WIC froa
20 to 187 of the appropriatfon. In & tise of
lialitead resouraas it is {aportant to rustrain
overhead conts no that & graater propoction of
program fundiag (s devoted to suppleszatal food
assfistance. The prograzs has bsea vperatiag on a
atable bdawis for saveral yeara 3o Stataes arge {n a
Zood positina to streagthen thelr oparcating
procasdes fo make thea wora afficient., As a
further help, the Depactuent also propases tao
remove the requiressat to spend one-sixth of thesa
Funds fFfor aatelition education,. Rowever, States
will still da regalrad to bha provide natritioa
aducation.

Mr. Ghairman, that conclades ay focaal reasarks,
I will be pleased to tespond to questions.
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STATEMENT OF
SRIAN P. CROWLEY
SENTOR ASSUCIATE BIRECTOR
KESOURCES,, COMMUNIYY, AND ECUNOMIC DEVELOPMENT DIVISION

UNITED STATES GENERAL ACCUUNTING OFFICE
Mr. Chaitman and Meabers of the Coamittee:

We are here today at your invitation to discuss work relatiog
to the Department af Agriculture’s dosestic food assistance pro-
grams. You asked that we discuss the Food Stamp, Child Nutrition,
and special comsodity distridbution progrems, and chat we pravide
information from completpd reparts as well as any oogoing related
work.

My preseatation today will focus on the following issues: (1)
sverissued Food Stamp Program benefits; (2) wage matching, collec-
tioas, and corrective action plans {n the Food Stamp Program; {3)
erTur-rate sanction aystems for nesds—baged programs; (4) brorfit
t..-rgeting and related issues in the Sprcial Supplemental Food Pro-
gram for Women, Infangs, and Children {WIC); (5) School Lunch Fro-
gram participation; (6} the special commodity distribution program;
snd (7) recently started work involviog eligidility redeterninaticns
tn the Food Stamp and the Ald to Families with Dependent Children
(AFDC) Prugrams, fuod stamp benefit delivery systems, and che
authorization and munitering of rerail vendors in the Fopd Stamp and
RIC Proxrams.

OVBRISSUED FouD STAMP BENEFITS

In a report] {(ssued {n February 1983, we discusned the need to
rocover Food Stamp Progras costs attributed to errurs or fraud. We
noted that total overissued prc ram benefits (including fXcess bene-
fits to evligible persons and benefits issued to ineltgible persous)
wrre dhout Si biillon a year and, in fiscal year 1981 (the latest
period tor which we had fafurmation at the time of that review),
represented about 1) percent of all denefits f{ssued. MNore receat
data shows that srror rates have declined but, because of increases
{n tutal prugram ouflays, overpayaents still approach §1 billion a
yerar., The annual doliar loss is equivaient to what is gpeot to pro-
vide food assistance to almusg 2 million needy prople., Our report
discunsed the need for states to tdentify specific overigssuance
cases and take ac .0 to collect overingsurd Deuefits and pursue sus-
pected traud.

Gince then, we have faftiated several follow-up reviews and
have started work in other food assistance areas. Sose of these
sffurts address both the Food Stasp Program and the AFDC Program
which is administered by the Department of Health and Human
Services.

WAGE MATCHING

In our Februsry 1983 report, we noted that wage matching,
required by law in both the Food Stamp and AFDC Programs, is 2

————— A g St A, e e
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proutsing technique for identifyiog errourous sarnings information
reported by households participating in needs-based prograns.
Basically, it {nvolves comparing household-reported ratniogs with
wage fuformation available from an indepeadent source——geperally the
state ageacy admintisterieg the unemployment compensation program.
Vage differences noted in the comparison are thea followed up,
resclved, and remedied a8 DRCPRSATY through adjustmeats of current
beaefics and collections of prior owerisauances. States alse can
pursue suspected participant frawd or misrepresentation through
adstaistrative hearings or through the courts. ‘

We recently cospleted field work on a review of Food Stamp wage
matching fu five states (Florida, Lowisiaca, New Jersey, New York,
and Texas). Ia four of the five states, autosated systems were oot
routinely used to identify participants whose food stamp records
showed reported wages differing materially from wage data tndepen-
deatly reported by employers, Also, in four of the five atates,
seabers of housebolds that had formerly participated in the program
were nat always subject to wage matching for the periods when they
received benefits. About two-thirds of the approximately 700 ram-
donly selected cases we reviewed in local offices in the five atates
- showed signfficant differences (averaging over $900 per case for a

3-month period) between independent eaployer-reported wage data and
the household-reported earnings shown in program casefiles. We
selected the cases we Teviewed from thoge for which independent wage
data had been referred to local program offices 6 to 12 months
parlier so that sufficient time would have been available for locai
otffcen to tdentify and fesolve any Lnaccuracires in participant~
reportied income.

Our work indicated that about 90 perceat of the cases with
differences were not handled properly by the local offices. The
problems involved local offices' not taking appropriate steps in
sanually aatching independeat wage data with earnings data in pro-
gram casefiles, not consistently following up and resolving tndi-
cated differences, and not wsing the résults to adjust curreat
participants’ benefits or watadlish clatiee for prior-period over—
issuances. Indications wers that Agriculture and the states could
have provided better guidance, assistance, and traising on how to
efficiently carry out wage-satching reaponsibilities.

The Food Stamp and AFDC Programs are sdministersd by diflerent
federal agencies but a sSingle state administrator often has respon-
sibflity for both programs; the same local offices usually
administer both programs; and the same wage satching system was used
for bath programe in the states we raviewed. About 13 of the Food
Stamp households with differences in reported earnings also bad
teceived AFDC benefita based on apparently inaccurate earnings data,
The results of our review of those cases indicated that states were
experiencing the same types of problems with wage matching for both
the Food Stamp and AFDC Programs.

COLLECTIONS

We also noted in our February 1983 report that states call.nctrd
only about $20 million for a 2-yrar period, or about 1 cent of each
overissurd Food Stsmp dullar. State officlals often cited the
abseace of sufficient finascial inceatives and sffoctive collection
tools as reasons why their collection activities had not been sore
aggressive,
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The Congress recognized the aeed tO incresse recoveries and
strengthened collection techuiques by requiring states to use
recouperat: that fs, to recover overissusaces from current AFDC aod
Food Stamp participants by reducimg their ponthly beaefits. To give
statas greater incentive teo collect more overissued deoefits, the
Congress also allowed states to keep 23 perceat of Pood Stasp col-
lections on claiwms ceused by nonfreud participant erTors.

He are currently mking a followup review to deternine vhat
effect these changrs have had on states' collection efforte in the
Food Stamp and AFDC Programs. Preliminary {ndicatf{ons are that col-
jections are increasing, dut we are finding evidence that atates
vere not making sazimum use of the recoupaent wethod because they
did not give prierity to proceasing backlogged claims favolving
carrent participsnts. In additiom, Food Stanp procedures for noti-
fying participants regarding amounts owed and initiating recoupoent
procedures are time consuming. Algo, iedicatfons are that states’
primary method for collecting from households no> longer receiving
denefits in to send letters regquesting reapayment, rather than using
additfonal coliection techniques such as interceptiag state income
tax refunds.

Food Stamp legislation xequiras that bensfit overissuances to
participating households be reacovered by reducing sonthly benefits;
however, this requirement applies valy to participsnt—caused errurs.
In our 1963 report and in subsequest testimony bafore & subcommittee
of the House Committes on Agriculture, w» recommended that the
Congress rmead the Food Stesp Act of 1977 to confors with AFDC
legisliation which provides for mandatory offset against AFRC parti-
cipant benrfita for overpagnents caused by any type error-—wvhether
agency caused or recipient caused. A provision in S. 1993, under
consideration by this Commirtes, would accomplish this change. We
also recommended that states be required to take appropriate action
under state law to recover overissusnces against the incomd of
rescurces of individuals or bousebolds wo longer receiving bessfite.
Our cngoing vork is reconfirming the ored for these changes.

CORRECTIVE ACTION PLANS

Within the next few weeks we will be issuing s report on the
corrective action yrmu-—ﬂucnxmo'u panagroent system for
having states identify and correct problems in the Food Stamp Pro-
gram, During our review iu five states {(Maryland, Illimois, Ohio,
New Mexico, and Texas), we found that Agriculture has eacouraged
betier management, but sowr arcas seed further attention.

State corrective sction plans did not alvays address serious
problems such as identifying cverissued benefits, collecting over-
payments, and pursuing fraud, and soor states did not always follow
federal requirements to somitor and evaluate local offices’ progress
1n carrying out the corractive actions included {n stace plaus. We
also found that federal regulstions, which required states to make
reviews taking a great deal of tine and rescurces, bad aot been’
updated for several years and did not cover such key progree func-
tions s wage matching and the recoupment provision for recovering
ovrrissuances.

ERROR-RATE SANCTION SYSTEMS

In response tO your request, we recently cospleted a review of
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existing procedures for holding state and federa) organigatious :
financislly responsible for rxcessive errore in the day-to-day
adataistration of the Food Stawp, AFDC sad Sepplemental Security
Income (8S1) Progress. Our s=alysia of these systems shows that
ervor-rate targrts (saximuw acceptable percentages of errcorous
payment errors) sstablisbed for the prograse hawe differed by yesr,
by program, and from state to state for tha same Prograw. Seginning
tn fiscal yrar 1983 end continuing thersafter, all states will bave
a 5 percent target for Food Stamps, & percent for SS5I, aod 3 prroent
for AFUC.

The dollsr bases to which any excees SITOr Fate percentages 4
apply in calculating sauctions aleo differ between prograca. '
Because of these differences, the sanction system used in the Food
Stamp Program (based on state adsinistrative costs) results in
proportionately smaller sanctiona for sxcaspive arTors than the AFDC
or SSI sanction systems (based on total benefite fssued).

Although sanction aystems can be an effective program manage~
sent tool, sanctioned states hawe not paid the federal governmeat
for any of the sanctions assessed sgatnet thea for the biliions of
federal dollars lost through food stemp or AFDC henefit over-
paysents. USDA and 1S have authority to waive, under certain con-
ditions, sanctioas aasessed againet states, and have door 80 in many
cases based -on auch things as states' developing plans for taking
corrective action.

tn costeast, the federal gowernment has acknowledged liability
ox paid states about §160 =illion aasessed agaioat it siace 1974 for
excessive overpayments of state—financed SSI Progran bearfits.
Thers is no waiver provision te relieve the federal government of
irs financial liadility for exceasive overpayments of atate-financed
881 W!“s-

USDA and HHS data shows that error rates have dropprd more in
the Food Stamp Progres than in the AFDC or $SI Programs but ave
st1ll higher than those for the other two programs.

WIC PROGRAM TARGETING ASD RELATED ISSUES

To be eligible for WIC benefits, applicents must aeet income
1imits established in accordamce with federal requirements and de
considered “at nutritional risk” om the basts of state~estabiisbed
risk eriterin. WIC has growmn rapidly in recent yrars. Monthly
participation is now about 3 million women, infants, and children,
and sonual Program costs are about $1.2 Mllion. Progrsm officials
recognize thar budgetary constraints are likely to slow program
growth in future yrars. ur recently completad field work on the
WIC Program focused on what could be done to better direct limited
funds to those considered to be st grratest nutritional risk. We
found brosd agreement among progras direcrors, nutritionists, and
certifying officsals that Pregoant Wowen, breastiseding wonen,
infants, snd childreo under age three (1in roughly that order} were
more 1ikely to be at risk decause of inadequate incooe, health care,
or both, and more apt to benefit from timely WIC intervention than
non-brrast feeding woaen and older children. There also was subscan—
tisl agreemeot that targeting program bruefits to the groups at
greater risk would represent an appropriaste stzategy for optinizing
prograa impact and t{npuring effective uen of limited funds.
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Our vork in five states (California, Illinoie, Minoesota,
Nevada, and Peonaylvania) showed xelatively liftle targeting being
done. Currest program rules do aot fequire or aven enstourage
targeting except under circumstances where a state or lacal agency
program has attained meximum caseload; that is, when availabdle
funding will not eupport further increacea in the nuaber of partici-
panta. Im such an swent, WIC agencies are required to saiatain
applicant waiting Iiete grouped secording to federally-prescribed
priority risk categories and to enroll from thesa lists on & one-
for-one replacrment basis only as other participants come off the
programe

However, aince an ageacy oay b in a saximm-cesvload targeting
situation for only limited periode of time during a program year, or
perhaps not at all, it would not be required to target just when
targeting would make the most eenee and would likely be moat produc-
tive; that 1s, when available funds would ensble it to {RcCrease
earolleent by taking on new participants, Based on our work and
discussions with program offfcfals at locationa we visited, it
appears that Agriculture could do wore to emphasize targating as a
principal program ohjactive, make state agency performance in this
arre & major focus of its WIC sanagement evaluations, build-in
targeting perforsance a8 an incentive factor in its fund allocation
formula, and help states to tasger their outreach and develop health
care networks to assure referrals of high risk applicents to their
WIC prograws.

Our work aleo touched on two rPlated polnts dealing with WIC
funding and WIC eligibilicy standards and procedures. We found
broad agreement thar when WIC funding uacertainties continue into
the program year and their ultimate resolution results ia mors or A
less program funds than originally anticipated, state and local
ageocies have difficully planning aed managing their caselosds end
have to sake special efforts to avold the risk of having Agriculture
recover snd reallocate any unspent WIC funds to other states. Some
local agency dirsctors told us that the pressurss to enroll particti-
pants quickly and to maintain participation at the new, higher case-
load levels wade pomeible by infusions of additional funding at
unpredictable intervals often turs WIC into a "numbers game™ where
the relative health risk or nend of those served becomes irss
important thas sisply f2lling the availadie caseload slots.

These kinds of pressures are at odda with the concept of
targeting to priority nesds because WIC agencies scaetises feel
that, to avoild the poasibility of losing WIC monrey, they have to
spend the money quickly on the most accessidle eligibles available
without necessarily considering the relative priority of their
needs. Some VIC officials agreed that & moxe stable funding
approach~~iuncluding authority for states and WIC sgencies to carry
over part of their progras funds, without loss, fxom one year to the
next--would provide them needed sanagewent flexibility and oppor-
tunity for targeting initiatives.

Our analyses and discuseions at local WIC offices also have
suggested a need to refine and tighten some of the nutritional risk
criteria presently used to enroll WIC participants, and to wake it
more unifors nationwide. The nutritional risk criteria differ froo
state to state and result in disparities as to who can gqualify for
the progras. For example, somrone at risk for anemia in cone stale
would not necessarily be conaideted at risk in another. One state
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may consider consvmption of more thaw a wininsl apount of caffeine

. ia tea, coffee, or colas as & risk fector for pregrant women while
anether may not. States also differ as to the age cutoff used for
defioing the Tisk factor of adolescent pregusncy—such age mRy vary
from less thao 15 years of age (at the time of concaption) io cne
state to age 19 or under in another. One of our sarlier reports
addressed this sase general fasue snd pointed out the need to assure
WIC spplicants more equitable access to program bennfits regardless
of where they live, Also, although WIC participsats are to ® e
established income criteria based on fomily size, we goted tu. WIC
regulatione do not requirve documentatice of iacome eligibility. WIC
certification workers commonly accept an applicast's word on family
incowe.

We expect that a TRpOrt on our VIC review and the points we
have discussed here will be fssued later this year.

SCHOOL LUNCH PROCRAM PARTICIPATION

In a mpvnr:3 {ssusrd last month, we discwased School Lunch
Program participation and federal expenditures for frea, oeduced-
price, and full-price luaches for the 1979-83 period during which
the 1980 and 1981 Recoociliation Acts took effect. The report
pointed out that student participatfcn in the program deelined from
27 million in fiscal year 1979 to 23.] million {u f1iscal year 198)
primarily because fewer studeats aste fall-price lunches. As a
tesult, 1982 marked che first tise in program history that schools
gerved more free and reduced-price school lunches than full-price
lunches.

Between fiscal years 1979 and 1983, the nusber of schools
participatiag in the School Lunch Program and the eorollment of
those schools decrrased by 4.1 percent and 8.7 percent, respec-
tively, slightly outpacisg the drop io the total nomber of schools
sad student enrollment nationally.

The report points out that since 1979, the number of fanilies
vith children eligible for free lunches increased by 27.5 percent
sud that federa} expenditures for these lunches increased st about
the same tate. The number of families with children eligible for
redured-price lunches increased (7.6 percent) while expenditures for
these lunches decreased (12 ppreent). The number of families with
children that would have to pay the full price for lunch and the
federal dollars spent ou these lunches decreased by 12.2 percent and
#1.8 perceat, respectively. Total federal sapenditvres for the
School Lanch Program ia fiscal year 1983 were about $3.2 billtion—~
greater than at aoy time except for the prak year of 1981.

Children (WIC)—How Can It Work Bester?

21& Special Sumlmnul Food Progras For Nowen, Infants, and
CED-19-535, Feb. 27,
1979). .

Sparticipation in the Natiomal School Lunch Program (GAO/RCED-84
132, Mar. 30, 1984).
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COMMODITY DISTRIBUTION

We also have npott«l‘. at the requeat of this cosmittee .
and othexs, on the administration snd success of a spectal commodity
distribution program started in December 1981 to provide surplus
datiry products to neady persons and to concurreatly reduce fedearal
coste of acquiring snd storing serplue products. The value of
governoent-gwned dairy products fncreased from $569 mtilfon in
September 1979 to §3.7 bdillion in Seprember 1983,

Agriculture hed sot developed aatiomal quidelines to wosure
that only the needy participated i the distridution program becsuse
1t delieved that large scale federal involvement would have con-
fitcted with the progranm's temporary and volgnteer nature. It com—
stderend states to be more awsre of who neaded assistance.

Aa a result, we found that program aduinistrative practices
varied videly amomg states and, in some cases, by locality; program
abuses occurred; and displacewent of coamercial sales was greater
than necessary. During our review in eight atatea (California,
Iowm, Massachusetts, Mimesots, New Jersey, Texas, Utah, and West
virginia) in June and July 1983, we found that five had established
income limits vanging from 135 to 185 percent of OMB proverty guide-
liners. The other three relied oo participants’ werbal statements
that they were needy. Two states would provide domated food to
smyene over age 60. Another offernd assistance to sny uncmployed
persom. -

Existing state participation criteria was not adequately
enforced, Ounly three states required fidentification or proof of
eligidility. Distridution agencies im the other five states did not
genexally require this informacion, thus foregoing opportunities to
deter or prevent persons from receiviag duplicate benefits or high-
incose persons from participating.

There weorr other progrsa aduinistrative differmaces in the
states we visited. Distridution frequency varied from monthly to
twice annually. Some states provided a fixed amoust for each houne—
hold; others nffered variadle amoumts depending on household size.

The progran's sffectiveness in reducing federal purchases snd
inventories has been lessened to the exteat thet donated gowsrntesnt-
owned dairy products have reduced (displeced) comercial ssles.
Although cheesr and butter valued st §7359 millifon and $261 oilldos,
respectively, were distridbuted between Decenber 1981 and Smptember
1983, Agriculture’s inventory of these products {ncreasad from about
1.1 dillion to shout 1.5 bdillion pounds during this period due to
increased purchones of surplus commoditiea.

Agriculture’s June 1983 study and nearly all of the governsent
snd industry officials we talked with acttributed vecent declines in
commetcial sales {8 part to the special distribution program. Both
the study and industry officials we talked with ssid that the upwvard
trend in sales of American-type chensr ended when Agriculture Degan
distribucing large quantities of cheese, while the upward sales
trend for other types of cherse continuved.

&

-~

4improved Administration of Special Surplus M% @a Distribu-
tion Progran Needed ( RCED-84~-58, Maxr. 14, 1984).
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There was no usable date on the extent of commercial sales
displacenent by statk. Although a survey of participaste might, in
theary, bave yielded such inforoation, we decided that_such a surwey
would be impractical. However, using & get of stipulated (assuowd)
conditions we conservatively estimated, with the help of a coagult-
ant, that about 32 sdlliocn pownds, or 3] pexceat, of the 103 million
s of cheeaq distriduted from Drceaber 1981 to April 198) in the
aight states incloded 1a our review would have displaced sales.

-

Legislation adopted in Septesber 1983 requires states to estab- <
cwn 1ish eligibility criteria and Agriculture to take neceasary precau= :
tions to assure that the distributed commodities do not displace
sales. We recognize that Agriculture has to balance thres objec- :
tives im carrying out Khe programt reduce {oventoxies, feed the L]
peedy, and sinisice displacruent. Accordingly, we recommended ino .
our Mavch 1984 veport that Agriculture astablish parsarters for
state eligikilicy erireria based on the amoont of commercial sales
displacement likely te occur at various household focoome lewels. ¥We
also recommended that Agriculture require states to develop Teason—
ahle controls avex the distridetion of the products to minioize
program abuse.

OTHER ONCOING BEVIEWS %
FOOD ASS

TN A

At the vequeet of sevnral ¥Wrabers of Congress, we recently
began a review of the adequacy of Agriculture's procedures to assure -
that surplus foods are being properly stored and controlled to mial-
uize spoilage snd theft. Currently, the reviev is being done in
Michigan and Penusylvanls but mAY be expanded to other states if
warranted.

We also have started additional reviews that are focusing on
prograa eystems fox (1) redeterining coutinued Food Stamp and AFDC
Program eligibilicy and benefits, (2) existing and altecnarive ways
of delivering food assistance benefits to program gparticipents, and
(3) suthorizing and monitoring retadl vendors participating in the
Food Stamp and WIC Programs. °

gedeterminations

All housebolds participatiag in the Food Stawp Program must be
pe riodically recertified for continued benefits and must report any
snterinm changes affecting eligibility. Concerss that such changes
were not being reported led the Congress to require progras partici~
panta to subsit fuformation on their incoee and other eligibility
factors rach senth. e have started a veview of monthly reporting
procedures in four states (Xentucky, Michigan, North Carolina, and
¥isconsin) to mssess how well the Food Stamp and AFDC sonthly
reporting processcs are working. We expect to have & report om the
rrsults of thie work early aezt year.

-Alternative uliwg'sntm
In 1982 we reported’ that the suthorization-to-participate

Swiliions Counld Be Saved By Improving Integrity of the Food Stamp

Pt?t-'l Avthorizatios-To-Participate Systes (CED-82-34, Jen. 19,
1982).
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card system used to distribute Food Stanp benrfits was vulnerable to
fraud and resulted in the loes of miliicns of federal dollags. The
Congress has authorised Agriculturs to require states to wmodify
existing tssuance systems where necessary to preveat losses, and
Agriculture bas funded a demonstration praject to explore alteraative
1gsuance systems., We have an cagoing review that will assess prog-
ress sade in reducing losees and provide fnformation on aystem wodi-
ficatioas that sowme states are using or planning for isguiag Food
Stamp benefits. These syotens rengs from state—of-the—art tech-
niques such as credit-catrd typs Lostruaents with encoded aicro
chips, to wore baaic spproaches such as requiring participants to
pick up food stawps fn prreon at designated locations.

Recailer © isoce

The WIC snd Food Stanmp Programs both use food-purchase fnatru-
ments (coupuns and wouchers) and deliver food assistance to partici-
pants through recail food vendors such as grocery stores and, to the

case of WIC, drug dtoras. Also, bhoth progrm are wsusceptidle to
problems and abuses such as “cashing out™ of besefits and using pro-
gram benefits to obtain other than eligible or prescribed food
items. Aq a follow-up to an earlier teport?, we have recently
started a review that will examine, coapars, and avaluste federal
and state procedurss for authorizing WIC and Food Stawmp retallers,
wonftoring retailers on & routine basis to assure contioued comr
pliance with program requirearats, snd investigating and dealing
with thoes who violate progran rulms. By exsmdring both prograss
simultaneously, we belteve we will be detter sble to {dentify their
joint as well &s separate strangths and weakorases.

- -~ - -~

That conclude. my statement. We will be glad to xespond to
your questioms.

—

bm- ulation of Retailers Authorized To Aceept Food Stampe Should Be
tmgh:ened {CED-78-183, Dec. 2B, 1978).
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. (The General Accounting Office released a report on
April 25, 1984, entitled “Improved Administration Of
Special Surplus Dairy Product Distribution Program
Needed (GAO/RCED-84-58). The digest {rom that report
is printed below.)

. IMPROVED ADMINISTRATION OF SPECIAL
SURPLUS DALRY PRODUCT DISTRIBUTION PROGRAM NEFRED

DIGEST

The U.S. Department of Aariculture (USDA),
through its Dairy Price-Support Proarams, has
purchased larae quantities of butter, cheese,
and nonfat dry milk in recent years. As a
result, USDA-owned inventories of dairy prod-
ucts increased from about $569 million at the
end of fiscal year 1979 to $3.7 billion at the
end of fiscal year 1983.

In response to the Congress' directive to
reduce the dair. inventories, USDA, in

pPecember 1981, began making cheese available to
states for distribution to the needy. This
effort evolved into a temporary special distri-
bution proaram under which butter, cheese, and
other USDA-owned products were provided to the
needy. This proaram, which is administered by
USPA's Food and Nutrition Sexrvice (FNS), is in
addition to other existing commodity donation
proarams, such as the school Lunch Proaram, In
carrving out commodity donation programs, the
Secretary aenerally has to balance three objec-
tives: reduce surplus inventories, feed the
needy, and minimize disruption (displacement)
of cormercial sales. Leaislation enacted in
September 1983 reemphasized these objectives
and extended the proaram throuah fiscal year
1985. -

The Chairmar, Senate Committee on Aariculture,
Nutrition, and Forestry; the Chairman, House
Subcommittee on Domestic Marketino, Consumer
Relations, and Nutrition, Committee on Agri-
culture; and Representative Cooper Evans asked
<AO to determine whether proaram administration
adequately ensured that products were provided
only to tte needy and to develop estimates on
the extent to which donated products displaced
commercial sales.

GAO believes that the absence of national pro-
aram quidelines on such key issues as target
population to be served and controls to assure
that participants are eliaible contyibuted to
widely varying proarams among the states and,
in some states, among localities. As a result,
abuses occurred and displacement of commercial
sales was areater than necessary.
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In making its review, GAO visited eight states
{california, Iowa, Massachusetts, Minnesota,
New Jersey, Texas, Utah, and West Virginia) to
(1) obtain information on the eligibility cri-
teria used and the controls in effect tO assure
that proaram participants met the established
eliaibility criteria and (2) develop ‘estimates
of commercial sales displacement resulting from
the prooram. The eight states accounted for
about 30 percent of all the cheese distributed
nationwide in 1982,

The states were judomentally selected by GAO on
the basis of (1) geographic dispersion (two
states from each of four geoaraphic areas in
the United States used for USDA's household
food consumption surveys), (2) cuantities of
cheese donated (some low and some high), and
(3) using FNS information, the relative re-
strictiveness of the states' program eligibil-
ity criteria (some strict and some not strict}..
Recause the states were judamentully selected,
the results of GAO's review are not projectable
to the nation.

GAO focused its review on cheese donations
because cheese was the major product distrib-
uted under the program; however, it did make a
limited analysis of butter donations. From
pecember 1981 throuah September 1983, about
510 million pounds of cheese valued at about
$755 million and 174 million pounds of butter
valued at about $261 million were distributed
nationwide. '

PROGRAM ELIGIBILITY CRITFRIA
AND_ CONTROLS

FNS deleaated much of the responsibility of ad~-
ministering the special distribution program to
the states, including establishing eligibility
criteria and procedures used to verify eligi-
bilit and determining frequency of distribu-
tion: nd guantities to be distributed. Some
state:, in turn, further delegated these
responsibilities to local distributing agen-
cies, which include local governments and
private charitable organizations.

FNS did not provide national proaram guidelines
to the states because it believed that larxge-
scale federal involvement was contrary to the

terporarvy and volunteer nature of the distri-
hution and because it considered the states to
he in a bhetter position tha: FN§ to decide who
needs assistance. As a result, orogram adminis-
tration varied widely among the states and, in
come cases, by locality.
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In the eight states GAQ reviewed, Droqram eliqi-
hility quidelines and controls varied from a
simple reaquirement that participants state that
they were needy to reauiring dorumented evidence
that participants met established eligibility
criteria, such as an income standard, At the
time of GAO's visits to the states in June and
July 1983:

—-Three of the eiqht states had not established
any needr test hut aenerally relied on "self-
declaration of need® by program participants.
The remaining five states used an income
standard as one basis for determining eliqi-
bility, with the maximum cualifyina income
ranging from 135 to 1RS percent of povertv-
income guidelines, Twoa of the eight states
specified that anvone over 60 vears of age
could participate in the program reqardless
of need, and one state used unemployment as
eliqibility criteria.

—-Distribution freaquencies and quantities of
products made availahle to participants
also varied., In some states and localities
distributions were made monthly while in
others they were as long as 6 months apart.
Also, some states and localities proviced all
participants the same auantity of product;
others varied the quantity based on household
size, (See PP, f to 8.’

Controls over the distribution of products were
generally inadeguate to prevent proqram ahuse.
Only two states reaquired participants to show
both identification and proof of eligibilitv.
One state reauired participants to show identi-
fication onlv. In the remaining five states,
local distributing agencies did not qenerally
require participants to show either identifi-~
cation or proof of eligibility, Identification
helps deter {ndividuals from using fictitious
names and provides a basis for checkina on
whether individuals recefived multiple issuances
of products. (See np, B to 10.)

Through March 1983, FNS encouraqed the states to
sxpand their proarams by using more liberal eli-
aibility criteria and bv increasing the Quantity
of products given participants, GAO noted
instances where reginnal officials suvcressfully
encouraged the states to use more liberal eligil-
hility criteria.

Until April 1983, when FNS cut hack on the ouan-
tities of products made available, the states
were ahle to order virtually unlimited amounts
with little or no concern about the auantities
of products qgiven individusls. In one state, &
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seven-person household was entitled to 15 pounds
of cheese sach manthjy however, hased on USDA's
household food survey,: the average seven-—
person household normally consume: less than 7
pounds of cheese a month., (See pp. 10 to 13.)

Legislation enacted on September 2, 1983,
extendina the proqram through fiscal year 1985
requires several program changes which should
result in more uniformly administered state pro-
qrams. Among other things, the law requires
each state, with the Secretary of Aariculture's
approval, to establish proaram eligihilitv cri-
teria. Also, the Secretary is reauired to

{1) provide commodities in such auantities as
can be used without waste, (2} assure that the
commodities provided do not displace commercial
sales, and {3) minimize, to the extent practi-
rahle, the requlatorv, recordkeeping, and paper-
work requirements imposed on distributing
aqgencies.

reaarding commercial sales digplacement, the act
requires that the Secretarv must not make com-
rodities available in anv guantitv or manner
that he determines, in his discretion, mav sub-
stitute for the same or any other aqricul tural
product that would otherwise be purchased. AS
Aiscussed helow, this recuirement will be dif-
ficult to implement,

FNS issued interim requlations implementing pro-
visions of the September 1983 act on December
16, 1983, Althouah the interim reaulations do
not provide specific quidelines to the states on
pligibility criteria and prodram controls, the
Directar of FN§' Food Distribution Division told
CAO that the final rrgulations, scheduled to he
i=sued in Parch 1984, would provide more spe-
cific quidelines, {(See pp. 15 to 17.)

DISPLACEMENT OF COMMERCTAL SALES

.
The offectiveness of the special distribution
program in veducina USDA-owned dairy products is
diminished to the extent that the products niven
away displace commercial rales. Displaced sales
increase market surpluses which USDA is obli-
aated to purchase under the Dairy Price~-Support
proaram, Such purchases offset, in part, the
snventory reductions resulting from the distri-
hution rrosram,

s ey i o m e e

1yspA makes periodic survevs to determine the
types and aquantities of food eaten hy various
income-level househnlds throuchout the country.
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NSDA's inventories of cheese and butter products
have continued to increase because the produc-
tion of dairy products has exceceded sales. At
the end of fiscal year 1981, just before the
prouram beagan, NSDA's inventories of butter and
cheese totaled about 1.1 billion pounds compared
with 1.5 billion pounds at the end of fiscal
vear 1981, (See p. 22.)

A June 983 USDA study and most dairy and retail
industry officials GAO met with attributed
recent declines in commercial raleg of cheese,
in part, to the special distribution program,
The USDA study, which analvzed estimated
decreased national sales of American-type cheese
of 5.1 percent in the fourth auarter of 1982 and
15.2 percent in the first guarter of 1983, from
vear carlier periods, stated that it is diffi-
cult to assian any cause for the decline other
than the surplus cheese donations. The USDA
study noted that monthly distributions of cheese
averaced abhout 20 million pounds in the last
quarter of 1982, or about 11 percent of natiacnal
sales, corpared with 43,2 million pounds in the
first auarter of 19R3, or ahout 28 percent of
sales,

Roth the USPA study and industry officials said
that there had been a lona-term upward trend in
cales of Arerican-type cheese until USDA bedan
dictributing larae ocuantities of cheese under
the prouram, The upward trend in sales of other
types of cheese continued,

Pased on USDA estimates, national cheese sales
increared by 2.3 percent in the second guarter
of 1683 and decreased by 16.4 prroent in the

third auerter of 1983, (rom 1982 acuarters,

SHA provided the states with about 151 million
ymunds of cheese during the second auarter of
1983 and with about 98 million pounds of cherse
durina the third guarter of 1983, ({Sce pp. 19
to 22.)

Thirre was a aencral conr-enkys arohg gqovernment
and industry officials GAO talked with that
producte distributed under the program displace
come ccamercial cales., No one had information
chowing the extent of such displacement by
rtate, OGAQ believes that no one can calculate
avtual displaccient without detailed information
on, anopa other thinas, the extent to which the
initial recipients aive some or all of the
cheese they receive to others, Fven though a
survey of program particirants miant, in theorv,
virld such inforrmation, GAO did not survey pro-
oram participants because (1) it was impractical
ta survey enouah participants within the time
frare of the stody to provide the necessary
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confidence level for a statistically projectable
sample, (2) most states did not keep records on

the number or identity of program participants,

and {3) there were concerns abou® the ability of
recipients to accurately recall how much cheese

they had purchased and consumed.

Recause of the 1_ck of empirical cdata, GAO chose
to estimate, with the help of a consultant, the

amount of cheese that woula have been displaced

in eiqht states under certain stipulated condi-

tions or assumptions, These assumed conditions

include, among others, that:

--participants did not give the cheese they
received to others.

~--participating households would forego normal
purchases of chee.. when egual or greaterx
auantities of the same or similar type cheese
were aiven to them.

@



